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Evidence taken at the first meeting of the Public Accounts Committee held 
on Friday, the 5th August 1927, at 2-30 p m 


Present 


• (1) The Hon’ble Sir Basil Blackett, Chairman 

(2) Moulvi Abdul Matm Chaudhury 

(3) Mr A Rangaswaim Iyengai 

(4) Maulvi Syyid Murtuza Sahib Bahadur y Members 

(5) Mr N M Joshi 

(6) Mr G Saivotham Rao 


(7) Sir Fiedenc Gauntlett, Auditor Geneial 

(9) Mi C W Caison, Controller of Civil 
Accounts 

(9) Mr G Kaula, Accountant General, 
Central Revenues 


y Weie also piesent 


The Hon’ble Mr A F L Brayne, Financial Secretary, Witness 

f 

Chairman — We propose to begin to-day with the Finance Department 
Resolution on last yeai’s leport 


1 Mi Rangaswaim Iyengar — I should like to know whether the 
Auditor General has any suggestions to offer on the Resolution 


Sir F Gauntlett — The simplest thing will be to go through the 
Resolution paragraph by paragiaph with the report of the Public Accounts 
Committee itself 


Mr Brayne pointed out that there was an additional list of minor 
points which was being circulated 

2 Mr Rangaswaim Iyengai — Are you m a position to tell us what 
you liaie done uith regaid to the more vigoious application of this system 
of lump cuts ? 

Mi Biayne — I have not got the exact amounts of all the cuts we have 
made, but we have done so m the case of all the larger demands, for 
example, m Public Works we have made a lump cut of 10 lakhs m a 
budget of about a croie, and we have done this more or less m all the 
big departments I can give a list of these cuts to members of the 
Committee 


Mr Rangasuami Iyengai , — I do not want a list The system of 
lump cuts is also applied very extensively m England What I should 
like to 3:nov is whethei you can reduce this system of making lump cuts 
to any paiticulai principle oi system At piesent on vha* pimciple do 
you take 10 lakhs rather than 5 lakhs ? 
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Mr Brayne —We work on the estimates of past years, on the difference 
between revised estimates and the sanctioned amounts , wherever undei - 
spendmg to a certain extent has been noticeable m past yeais, v e always 
work on that , theie is no peicentage like 10 per cent 01 5 pci cent of the 
total 

Su F Gaunilett . — -Peihaps I may lemaik heie on tins veiy peitment 
point that the Accountant Geneial, Cential Pi ovmces— which is a small 
province wheie a man is able to give moie individual attention to his 

■work in his last leport on the appiopnation accounts biought to notice 

case after case m which duiing the last 3 oi 4 veais theie had been 
persistent saving undei the same heads I would suggest that the Local 
Government ought to have no difficulty wliatevei m deteiminmg if lump 
cuts could be made suitably undei those heads 

3 Chav man — I would like to know f i om Mi Bi ayne w hetlier the 
does not think that if one can cut down the amount under a given sub- 
head, one ought to be able to reduce the actual piovision undei that sub- 
head lather than make a lump cut on the whole / 

Mi Biayne — It would be bettei to do so The lump cut does give 
rise to veiy consicleiable difficulty, as m the case of the Militaiy accounts 
A lump cut has to be distubuted and it is veiy difficult to say whether 
any partieulai head is excessive 

Mi Rangasivann lyengai — But where a lump cut is going on eveiy 
yeai, surely we can cut down the estimate 

Mi Biayne — I tlimk it is desnable to distubute the cut as fai as 
possible. 


B'ir F Ganntlett — There aie certain heads under which expenence 
shows that no measme othei than a lump cut is really adequate The 
Punjab Government 2 oi 3 yeais ago laid down veiy definite and stnct 
rules, with regaid to, the measures which appear m Public Works budgets 
The mles prescribed as strictly as possible what should properly appear m 
Public Woiks budgets, and even then theie are always unforeseen cir- 
cumstances in the course of the yeai which lender it. impossible to spend 
money on projects which are fully prepaied and are actually going foi- 
ward No measure othei than a lump cut can really rectify matters m 
Public Works In the same way with legard to Establishments, you must 
budget on the basis of existing cadies and the only way to measure the 
saving oi to estimate the saving is a lump cut 

Chau man — But m that case you can take a lump cut under a parti- 
cular head and not under the grant as a whole 

i Sii F Gauntlett — I think that ought to be done where possible 

4 Mi Joshi — Is this system of lump cuts to be pm sued always ? 

Mi Biayne — There is always 'a tendency to en on the safe side 

Chairman — Of couise it has to be lemembered that the one important 
requisite is that the Governor Geneial m Council should obtain a sufficient 
grant fiom the Assembly to meet Ins expenditure He does not want to risk 
unnecessary supplemental les 
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5 Mr Bi ayne —In connection with, paragraph. 3 of the Resolution, 
paragraph 7 of the report refeired to certain particular forms of excesses 
on which the Committee recommended that action should he taken 

Chairman. — You mean heads (1) — (5) in paragiaph 6 of last year’s 
report I think those come m paiagiaph 4 of the Resolution Perhaps you 
might just go through them 

Mr Biayne — Taking head (1) fiist, that excess will disappear now we 
have got the new arrangements working As legards head (2), supple- 
mentary grants were put before the Assembly last year Head (3) deals 
w.th the difficulties encountered m watching the progiess of expenditure 
The paiticulai instances were the Posts and Telegiaphs and the Suivey 
cf India No other instances of this soit have been noticed In the case 
of Posts and Telegraphs it is due to a laige debit foi Stationeiy Now 
these debits aie adjusted quaiteily, so there is not much lisk of this sort 
of thing happening again 

Mi Rangaswami lyengai — But I think m the Audit Report of the 
Posts and Telegraphs the Auditoi General has diawn attention to the 
fact that there has been insufficient watch on the piogiess of expenditure 
m that Department 

Su F Gauntlett — Yes, that is on the pait of some junior officers It 
ought to be remembeied that it is hardly fair to judge from the report 
of one yeai the effect of any action taken on the previous year’s report 

Mi Rangaswaim lyengai . — But this difficulty of watching the progress 
of expenditure has been under consideration for the past 2 years and we 
dealt with it 2 yeais ago , and we find that this thing has occurred m 
the Post Office once m 1924-25 and again m 1925-26 

6 Sri F Gauntlett — I would like to suggest that this question should 
be taken up definitely as an accounting question by the Committee and 
that definite recommendations should be made I do feel myself that 
annual adjustments ought to be avoided if possible In other words, it 
ought to be possible some time during the course of the year to transfer 
an estimated amount, making the actual amount transferied at the end 
of the year strictly coirect by adjustments m the last quarter We should 
have much less trouble if we could make periodical adjustments m eases 
where it is possible to make a lough estimate of what the amount is likely 
to be I am only suggesting that this question of minimising as far as 
possible the annual adjustments might be taken up for further considera- 
tion - 

Mr Rangaswami lyengai — To the best of my leeollection we did make 
certain recommendations and there was a Government Resolution which 
also laid down elaboiate dnections as to how the progress of expenditure 
should be watched 

Mi Biayne — Yes m August last year we issued very elaborate 
instructions peihaps the Committee would like to see a copy of them 

Chau man — Does this covei the question of bringing, amounts to 
account at the end of the year 9 

Sir F Gauntlett — Only indirectly all that it says is no head of a 
department can really watch the progress of expenditure unless he keeps 
a watch on his liabilities as to what is still to be paid by him 


f 



4 


Chau man— He should not merely keep a watch on his liabilities but 
actually bring it to charge m the course of the year ? Mr Brayne agrees 
that it is desirable to take up this question 


7 Mr Bi ayne — Coming to head (4), definite orders were issued m 
1924 to the effect that belated adjustments should be brought to account 
m the year m which the orders were passed and not antedated to a pievious 
vear just because the accounts of the pievious yeai happen to be open 


8 Chairman— Head (5) deals with the Railways 


Mi Rangaswanu Iyengai — We can deal with that when ve come to 
Railways 

Mi Joslu — Is it not a fact that m the case of the Capital account, 
this is happening every yeai 0 

Mi Biayne —I do not think that excessive figuies aie put m deliberate- 
ly year after year undei spending arises foi vanous reasons for example 
because proper contracts are not available 

Mi Joshi . — Foi the last 5 years we aie underspending by something 
like 5, 6 or 7 crores 

Mr Frederic Gauntlett — Last year m evidence befoie us Mi Gundal 
said the average saving m the New Capital Works foi 10 yeais was 25 per 
cent a year, and this year (1925-26) it is a good deal more than 25 per 
cent 


Mr Joshi — And my view is that on the whole it was a mistake on the 
pait of the Assembly* to have announced that they were willing to spend 
150 crores 


Chau man — You are speaking on the Railways Sn Frederic is speak- 
ing on the New Capital It is of couise a general question but as regaids 
the Railways we have put that light , we have got away from the 30 
crores 

Mr Biayne — In paragraph 4 of the report it is stated that steps 
have been taken to cut down the Capital Grant 

Chairman — In the case of the Railways what ve do now is this * 
the total estimates of what the Railways can spend come to over 30 crores , 
we have actually provided only 24 ciores 


Mi Rangaswami lyengai — So far as the Delhi expenditure is con- 
cerned, the* Auditor General is perfectly coirect that this thing has gone 
on without our being able to find a remedy So far as the Railways aie 
concerned, the position was explained that the Railways veie allowed to 
send up their full estimates and they were told that there would be lump 
reductions and if they weic able to work up to piogramme money would 
be found Therefoie there was always a lump cut But it would appear 
norm some remarks made m the Appiopnation Report, I think, that when 
jou make these reductions and the estimate is sent back to the Agents, 
1( lT urate ^ ese things m a diffeient way fiom what it was intended 
with the result that theie have been excesses m some cases 


We 


9 Chairman —These aie questions to be raised when we come to them, 
now proceed to paragraph 5 
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Mr Rangaswamt Iyengar — I want to know at wliat stage tins matter 
is now 

St? F Gauntlett — ■'We have invited the opinion of Local Governments. 
Three or four of the Local Governments have sent a final answer and they 
hare accepted the scheme without comment The technical position is 
that so f ai as it mvoh es merely accounting processes the Anditoi General 
can state under which heads particular items of leceipt 01 expenditure are 
to appeal m the accounts , so that it is possible for me m another couple 
of months to tell the Local Governments that if they abstain Lom or delay 
sending any reply, we shall have to lay down oiders without fuither 
consultation because it is deshable that the scheme should come into effect 
from the 1st April next year It is very important that the budget estimates 
should be drawn up m the way in which the accounts are to be maintained. 

Mr Br ayne — We are taking steps to do that m the case of the Budgets 
of the Central Government 

10 M ? Brayne — With regaid to paragraph 6, the Finance Department 
have diawn up a scheme following the i eeommenclations of the Public 
Accounts Committee last 3 r eai and it is under the consideration of the 
departments concerned We have to send a despatch to the Secretary of 
State and this has been diafted 

Mi Rang a swarm Iyengar — May I know unless it is confidential, 
whethei there is any proposal m that connection to alter the present 
statutory position 

Str F Gauntlett — That position has not been touched at all , we cannot 
possibly interfere with the Act 

11 Mr Rangaswamt Iyengar — As I understood the discussion some- 
time ago though I am not quite clear, the Secretary of State has prescribed 
a ceitam form m which the Finance and Revenue accounts are to be 
presented to Pai Lament, and it is necessary that the accounts that are 
presented to the Assembly should m all lespects tally with the accounts 
presented theie Theie v as somd difficulty m making them identical 
which I think we discussed The mfoimation I now want is whether von 
will alter the form of accounts which have to be presented to Parliament 

Su F Gauntlett — The lettei to the Secietary of State puts before him 
the pioposals of the Government of India for the modification of the foirn 
of the Finance and Revenue accounts so as to give effect to your wishes 

Mi Bi ayne — There aie two things — the Finance and Revenue accounts 
and the Budget estimates The pioposal seeks to modify the Finance 
and Revenue accounts with the approval of the Secretary of State and then 
to modify the form of the Budget estimates and various statements that 
are put before the Assembly m accordance with the modification made m 
those accounts The lesult will be that the working expenses of Posts and 
Telegraphs for instance, will appear on the expenditure side and there 
are a anous other modifications of that kind 

Paragraph 7 of the Resolution 

12 Mr Rangaswamt Iyengar — Have the lawyeis pronounced on this ? 

Mr Brayne — A despatch has gone to the Secretary of State recom- 
mending that the Fund should be established, and that the token vote 
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should be accepted It melndes also the other question of the ^fimtion 
Of new service All these tlixee questions have gone forward m one 
despatch to the Secretary of State 

Chairman— The position is that the Goveinment of India have for- 
mulated their proposals I should like to ask v hethei all tlm is possi 
wrthm the framework of the existing Government of India Act 

Mr Bi ayne — No, Sir. It will require the modification of the Gov- 
ernment of India. Act and the issue of rules tlieieunder. It is just possible 
the Secretaiy of State will follow the rule adopted last year, that sueh 
modification should wait and that we should cany on as at present until the 
new constitution is considered 

Mu Rang a <nv atm Iyengar — You have suggested that the Act should 
he suitably modified m this respect ? 


Mi Brayne — Yes 

13 Mt. Josht — With reference to paragraph 8, last line, — “ careful 
statistics should be kept of the pioportions between actual expenditure 
and estimates based on the existing cadies under establishment heads ” — 
have you considered that ? 


Mo Bo ayne — Yes 

Sir F Gauntlett — When these statistics have been lecouled it will be 
possible to take averages 

Paiagoaph 10, Question of canto acts. 

14 Mr Boayoie — The Finance Depaitment are considenng the new 
rides We have collected the vanous rules m the Railway Department 
and the At my Department, and xeeently we lecencd a statement foi the 
Pablic Accounts Committee at Home of 1926, setting foitli a very elaboiate 
sei of rules which we have endeavouied to incorporate m our mles as far as 
possible 


15 Mo. Rangaswatm Iycngao — I want the Committee to deal with the 
question as to what extent officers should be peimitted to enter mto 
conti acts without calling for tenders 

Sir F Gauntlett — I understand the question is being dealt wnth m the 
Finance Department They have leceived a copy of the orders issued 
by the Treasuiy m England which prescnbe the conditions which must 
be fulfilled by depaitments before they could enter into contracts without 
the previous sanction of the Treasure It ivoiild not perhaps be adminis- 
tratively practicable to apply the whole set of lules m India, hut some 
of them could be applied and it teas from that standpoint that the question 
was being considered 


Chairman The extent of the control of the Treasuiy at home as 
compaied with the control exeicised here was something almost incredible 
the rules would he circulated to the Committee after which they could be 
considered ‘ 


, 16 Mr Rangaswami Iyengar —I would next raise the question of how 

exnerTtnrl ^ er V ° ted ! le f ds c0uld be ^appropriated and utilised for 

<3£a Z It IZnTiot J ™ ds “ d whette the GoTernor General m 
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Mr Brayne — No leappiopnation is allowed from voted to non-voted 
c and vice versa 

Chan mail — The answer is that we foimally approve of a supple- 
mental grant for the non-voted poition m the same way as a supple- 
mentary giant under a voted head is approved by the Assembly , there 
is no question of reappiopnation Usually, unless we aie absolutely driven 
to it and unless we aie fanly suie that there is a eleai prospect of a 
surplus on the budget, we do not easily assent to supplementary grants, 
■whether under voted or non-voted heads 

Mr Kaula — The answer to that question is that the purse is a joint 
one for both heads and youi objection will continue to apply so long as 
the joint puise continues 

Chan man — I do not think that the assumption m Mi .Rangaswami 
lyengai’s argument that the Assembly is seized of eeitam monies is quite 
the eoneet way of putting it Its function is to control expenditure under 
certain heads and any expendituie undei those heads is to be out of monies 
voted by the Assembly , but there is no obligation on the Governor General 
m Council to spend the money \oted He has asked foi a grant and 
it has been given to hnn and it may sometimes be a ment on his part if 
he does not spend it 

17 Mi Rangaswami lyengai — Theiefoie, when there aie lapses are 
those lapses specifically ear-marked ? 

Chari man — No , they are not 

Su F Gauntlett — It has been laid down legally that a giant cannot be 
1 educed, so that the head of a depaitment unless he receives executive 
orders to the conti ary, can go on spending against the giant which has 
been allotted to him by the Assembly In so fai as the Governor General 
m Council is utilising his powers to make a supplementary grant for 
non-voted expenditure, he is only utilising exactly the same powers as he 
has when he makes the ongmal grant Your objection is really to the 
whole system of non-voted expenditure You vull see m the Appiopnation 
Accounts the savings undei voted and non-voted heads given separately 
m each case 

M) Bangaswami lyengai — You do not think there has been any case 
m which savings undei voted have been taken up to covei excesses under 
non-voted 9 

Sir Fi edenc Gauntlett — No , any saving undei a voted head goes into 
thp joint purse and it then becomes available for any supplemental y grant 
One comment that I make throughout is that the savings under non-voted 
are generally bigger 

18 Mi Joshi — I do not understand you when you say that the 

Governor General m Council cannot l educe a grant , if he does not spend 
it, he reduces it ? - 

f 

Chan man — He did not say “ The Governor General m Council” , 
it is the Assembly that cannot i educe the grant The Governor General 
m Council can specifically direct that a saving whether under voted or 
non-voted shall be ‘ -written off 5 from the amount available to the spending 
officer under that head to spend 



Sv F Gauntlett —Might it not also be said that the executive Govern- 
ment thioughout the world can specifically order a diminution m the rate 
of expenditure ! 

Chau man— Yes, certainly The question anses where theie is a new 
service and it has been mled m such cases that the Governoi General m 
Council must obtain authority from the Assembly for the whole of the 
expenditure for that seivicc whether theie are savings undei voted heads 
01 not 

19 Mi Bangaswami Iyengar — It comes to this . when money has not 
been spent under a voted head, it lapses or goes into the joint purse or 
the total levenues m the hands of the Governor General m Council, , and 
being theie he has got the light to use such monies for non-voted items, 
if necessary 

Chau man . — I do not like the phrase “ joint puise ”, it is one single 
consolidated fund out of which the Governor General in Council is spend- 
uig money on certain services which he is authorised to spend without the 
vote of the Assembly and others which he could only spend with the vote 
of the Assembly , it is all one fund which is being spent by one authority, 
the Governoi General m Council 

Mu Bangasivami lyengai — Has anything been done with regard 
to the rules mentioned m paragraph 12 ? 

ilfr Biayne — We have got the rules m hand The Army rules are 
under revision , possibly they would bioaden the rules somewhat, as there 
was too much centralisation 

Mi Bangasivami lyengai — Giving them a blank cheque 9 
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Chan man — It has to be remembered that the Army is the most 
•centralised department m India and the powers of re-appiopi nation which 
are now given to spending authonties nndei the Commander m-Ch'ef 
are estiemely limited 

Rn F Gauntlet t — I think it will be found when the Aimy rules aie 
closely studied that it will not necessitate veiy much revision on the civil 
side because the mam point w Inch was made by the Seeietary of State was 
that le-appropnations to meet new expenditure should not be made without 
the sanction of the Finance Depaitment and that is piactically the same 
-as the piocecluie for supplementary grants lequnmg the vote of the 
Assembly 

Chau man — The specific intei i ention of the Governoi Geneial is le- 
puiied foi the appi opuation of saimgs for new services 

Mi Rangaswami Iyengai — So fai as the Aimy is concerned is theie 
am such mle ? 

tin F Gauntleit — Yes , that is the rule which was laid dour by the 
Secuc+aiv of State which is called attention to m this paiagiaph 

Mi Rangaswann Iyengai , — \Ye would like to see how fai the lules aie 
undergoing levision 

/ 

Chan man — I think theie will be no objection to the reward utles 
being placed before the Public Accounts Committee aftei thev have been 
iiamed * 

Bir F Gauntlett — The mam point to notice is that this question is 
■sail open 


Faiagiaph 13 of the Resolution 

20 Chairman — The lepoxt of the Auclitoi Geneial is not yet leady 

Sii F. Gauntlett — No , all that Iliave leceived up to the piesent have 
been vanous repoits by Mi Bhimasena Ran on accounts completed about 
18 months ago I have not got the final lepoits because the accounts do not 
close until July or August 

Paiagraph 14 of the Resolution 

21 Chan man — “ The outstanding points are now undei examination 
and tive views of the Government of India will be placed before the Com- 
mittee ” 

i¥i Joshi — Are they going to be placed this yeai 0 

Mi Biayne — Yes 

22 Mi Joshi — You are refemng to some rules being framed for 
gnmg certain powers to officers working m i emote corners 0 

Mi. Biayne — The point of view of the Central Board of Revenue is 
this they say there is no necessity to frame lules because they are not 
likely to have many more woiks of this land , we refeired the general 
question to the Depaitment of Industries and Labour and they are not m 
favour of having separate rules because they say there all cad v js one 
complete set of rules, and if any modifications of those rules are required 
in a particular case those modifications should be sought by the officers 
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■vvho aie carrying - out tlie woik You cannot l^e sepaiate sets of lules 
appiymg to eveiy officei who lias some special uoik to do 

23 Chau man— . Aie we not m a position to state finally that the Gov- 
ernment of India’s opinion is that it is undesnable to fiame such a set 
of rules 9 

Mi ' Biayne — Yes , tlie tiouble m tins ease was that the particular 
olfieei concerned did not apply for any lelaxation , it might hate been 
given to him 

Mf Kaula —May I suggest that that question be put to the Audit 
officei when he is piesent when this ease is taken up ? I doubt if he 
vnll admit that there aie regulations suitable for the Salt Depaitment 
My unpiession is that he is of opinion that tlieie are no definite rules 

Chau man — The point being that the 1 tiles that apply to w orks m the 
P W D do not apply to the Salt Depaitment n 

Mi Kaula — They do not applv automatically unless they are made 
applicable 

Sv F Gaunileit — I think the answ ei to Mr Kaula ’s point is that 
though theie may not be a set of lules technically applicable to the Northern 
India Salt Depaitment it was assumed that tliev weie working under 
P IV D lules 

Chau man . — As legaids the question whethei adequate mles exist m 
tlie Salt Depaitment 01 not, we can take that up when the Salt Depaitment 
is befoie us 

Paiagiaph 15 of ihc TtcsoluUon 

24 M) A Pangasioami lycnqai — This is a matter on which I should 
like to raise the geneial question as to what extent we can deal with 
receipts m the Public Accounts Committee The Go\ernor Geneial has 
aheady agieed that it is open to us to lefer to the accounts of recemts in 
so far as they anse fiom audit repoits , but I would laise the mote general 
question as to wdiethei it is not time foi ns to state that there should be a 
more systematic audit' of leceipts than has been m logue m respect of 
many departments I understand the mattei is engaging the attention of 
the Government and I see the Public Accounts Committees m England 
ha\e gone on systematically dealing with questions of receipts in cases 
m which theie has been failure to lecoiei leienue owing to bad manage- 
ment of leceipts and so foith The question is whether it is not open 
cquallv to us to deal with them and whether the Audit Depaitment possesses 
the requisite machinery foi auditing leceipts 

Sv> F Gauntlett — The actual position of afians m legaicl to this lug 
question is that the Secretary of State has twice suggested to the Govern- 
ment of India that the Auditoi Geneial should be mstiucted gradually 
to take over the audit of receipts The question lias netei been finally 
taken up and consideied so fai as I know , but from time to time the 
audit of leceipts which is entiusted to the Auditor General by the Governor 
Geneial m Council has been mci eased In piactice what happens at the 
present moment is whenever w r e find large embezzlements m the accounts 
ox a specific institution, I am asked to undeitake the audit of thar insti- 
tution-— especially m Bengal wdiere the question has been very bad indeed 
Jn tact we have so far piogressed m Bengal that the Accountant Geneial 
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there has a separate establishment working unclei him, which is practically 
nndei the orders of the Local Government, to deal With the leeeipts of 
institutions there from time to time If you ask whethei I have the 
luaehmeiy, I say ' no ’ and I should not have the machmeiy to undeitake 
anything like a real audit of receipts foi another ten years I think it is 
possible that I may have to find within the next four or five years some 30 
moie offieeis for work m connection with expenditure which administratively 
is in contemplation I have asked the Government of India to have a 
conference to determine what administrative measures are likely to be 
adopted which will necessitate increases of my establishments because my 
men are all experts and I have to tram them for two or three yeais before 
they can do the work Any attempt, theiefore, to undertake audit of 
receipts generally will have to be notified to me and I shall have to be given 
five j ears’ notice 

25 Chan man — Can you tell us loughly to what extent you audit the 
mam receipts of the Government of India at piesent 9 

Bn F Gauntlett — I practically audit commercial receipts — Railways, 
Posts and Telegraphs and Customs 

Chan man — Do you regularly audit customs leceipts 9 

Bn F Gauntlett — I have a test audit department working throughout 
India , that is of couise only a test audit I audit the receipts of a large 
numbei of Government institutions, but those are all under specific oideis 
A complete list of the work that was entrusted to me under rule 12 of the 
Auditor General’s rules was prepared m 1924, and if you are intei ested 
m the matter, a copy might be supplied to you, but I do not think that the 
list is quite up-to-date 

26 Mu A Rangaswamy lyengai — You have been auditing receipts in 
a consuleiable number of departments m pursuance of the audit rules 
I should like to know whethei undei the piesent system of audit of 
accounts m this country there is a system of auditing receipts as well as 
expenditure, and whether when such audit is undertaken it should not 
come befoie the Public Accounts Committee m the same wav as expendi- 
ture is coming befoie it 9 For instance, take income-tax We should like 
to know whether all the tax that has been assessed has been properly col- 
lected For that you must have a test audit m ceitam cases to find out 
whether the officers have got all the receipts My suggestion is, that 
generally m regaicl to revenue your department must systematicaRv under- 
take a test audit, at a rate of 10 per cent of the total number of cases, 
to see uliether the officers had done their duty properly, whether remissions 
had been too frequently gianted and such other things, because those are 
things about which this Committee ought to be informed, and there should 
be a machinery for it 

Bn Frecleuc Gauntlett — It is rather a long question, Sir The first 
point is with regard to the existing machmeiy of audit I think you can say 
that at piesent what you have is only an internal check So far as land 
’ e\ enue is concerned, the internal check has been very well developed As 
a matter of history, we did undeitake an investigation m Bihar and Orissa 
,iust befoie retienchment came into foice Unfortunately we thought we 
would have plenty of time to undertake a systematic survey We started 
with land levenue but we got nothing out of it, because we found the 
internal system of check of land revenue generally efficient and by the 
lime we finished with land levenue, retrenchment came into force and we 
had to take all the men away for other work 
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The next point that was raised was a specific point with regard to 
income-tax The question whether I should be asked to audit income-tax 
was consideied by the Centiai Boaid of Reyenue, and I think they sug- 
gested,. — I am only speaking iiom memory — that the actual assessment r 
hO intricate that it is impossible leally to apply a test audit to the complete 
transactions of the Centiai Boaid of Reyenue 1 think the nioie important 
point they made was that no test audit would be ot leal lalue unless you 
could get, as the income-tax authonties themsehes tret, access to the pm ate 
papeis of pei sons whom the} aie assessing and there is no statuloiy 
machinery at present by which the Auditor Geneial can get access to such 
papeis This question I believe, has been a civ carefullv considered in 
great detail m England It is peifectlv line that tlicic is a test audit of 
income-rax in England But 1 belief e that it theie is to be anv attempt to 
investigate tins question thoroughh we should undoubtedly lur c to go to 
England to find out what is being done theie But lm impie^ion gamed 
iiom the epitome of that Public Accounts Committee and from other papeis 
tnat have come before me is that leally the Audit or Geneial undertakes no 
more than to see that the instructions vliieli aie issued bv the Central 
authority aie complied w ith bv the subordinate authority I think those 
.are the answeis 

Mi N M Josh — What we can do this yeai is to leeommend to the 
Governoi General that this sublet deseifes caieful examination and we 
should lequest the Auditoi Geneial to gne us a note on this subject as to 
how far it can be done 

Si) Fiedenc Gauntlett — I am not sure that the note originally should 
come from me, but I am entirely under the oideis of the Public Accounts 
Committee and if I am asked to pieparc a note I shall be only" too glad 
to do so If you leally visli to pi css this point that receipts ought to 
come undei Government audit just like expenditure it will neces- 
sitate eitliei an alteration of the statutory Auditoi General s lules oi it 
will necessitate a specific oidei fiom the Governoi Geneial m Council that 
I am to undertake the audit of receipts But no such oidei could be issued 
until the principle has been accepted and until I haye the machinery 
ready" 

27 Chav man — It is obviously" a complicated question as one would 
gatbei fiom Sir Fiedenc Gauntlett’s lemaiks with legat'd to income-tax 
Now", with legal d to the action of the income-tax authorities, have any' eases 
come befoie the Auditor Geneial m winch the income-tax authorities have 
written off: as non-collectable sums which are due fiom assessees 0 

Sir Fiedenc Gauntlett — No, Sir That again is part of the big ques- 
tion of the tieatment of losses which has been under consideration for 
the last two or three yeais 

\ 

28 Mr A. Rangaswamy lyengai — I don’t suggest that you should be 
a sort of supervisory" income-tax authority over the income-tax department 
What I am pointing out is that you must conduct a test audit For 
instance, the auditois m business concerns don’t go into every item of 
receipts but tliev merely conduct a test audit and see that the hooks are 
property maintained Now, what I want to ask you is this Don’t you 
think it would be well worth the cost if you conduct a test audit and the 
revenues will improve by reason of conducting a test audit ? 
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t Sir Fredenc Gauntlett — If you ask me that as an Auditor General, 
I emphatically say 1 yes 5 One has to face the position quite fiankly 
that there is hardly a single deptt that welcomes an audit, and if a depart- 
ment can keep the auditor out, it will do so Without expressing any 
innuendoes or insinuations at all, that was the attitude of the income-tax 
authorities They put forward admirable reasons which I accepted But 
the position, I think, is that Government as a Government has to rise supe- 
rior to individual departments of Government Individual departments 
will always object to audit, but Government as a Government 
should take the view that audit is after all worth while I think I can 
safely say that the experience that we have had dunng the last twenty years 
with our test audit does show that it has been of value I think it is not 
unfair to say that one of the mam leasojrs why the piesent Sea Customs 
Act is being radically amended is that audit has pointed out that it is so 
utteily out of date that it cannot be worked legally 

Then again the Chan man put to me a question whether I see any state- 
ments of losses fiom the Income-tax department and I said no But test 
audit m the Customs constantly raises questions m vdnch the Collectors ha\ e 
exeieised discretionary powers and have waived recoveries In many 
cases, test audit has had to say that this contravenes the general orders 
which have been issued by a supenoi authority and that the exercise of 
discretion has been against those orders 

AG Rangasivamy Iyengar — I do feel that as the Finance Member has 
opened up so many new ways by which the finances could be more pro- 
perly managed, we ought to start this 

- Chairman — There are really two difficulties m the way m regard to 
income-tax The income-tax authorities will tell you freely that they are 
not getting anything like the whole of the income-tax due They think 
that the net is not yet cast wide enough But I think it is very doubtful 
whether the time is really ripe yet for putting any test audit into the income- 
tax department 

Then the othei difficulty which was raised by the Auditor General was 
this The natural result of the introduction of parliamentary institutions 
m this country has been a very great increase m the demands for staff of 
the Auditor General, and I don’t think the Auditor Geneial has or will 
have the staff to undertake such a large work as the examination of income- 
tax or other receipts generally for some little time to come 

29 Mr N. M Josln — But the question of losses is on a different foot- 
mg ? 

Chav man — I did not speak of losses, — I lef erred to non-collection, 
the audit of money not leceived, and so forth 

Sir Frederic Gauntlett — Theie aie specific orders that m cases of 
frauds occurung the mattei has to be repoited to the account authori- 
ties 


30 Mt A Rangaswamy Iyengar — I quite see that the Income-tax 
department is yet m its infancy But w T hat I want to know is whethei 
the officeis should not always be subject to the control of the audit autho- 
rity in respect of what they do At present They are given a large amount 
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of discretion, and we do feel, that m the income-tax depaitment, without 
impinging by any means on the assessee, a good deal more could be properly 
collected if the department is kept m trim, not merely by supei vision but 
also by a legulai system of audit of leceipts, because that will probably 
show the defects m the system which an expeit Auditor will be able to 
point out to Commissioneis of Income-tax 

Su Ftedenc Gaunt left —Might I suggest that a specific question be 
put to the repiesentative of the Cential Boaid of Revenue 

Chav man — I think we may definitely ask the lepiesentative of the 
Cential Boaid of Revenue to gne his views on the question of the possi- 
bilitv and desn ability of an audit of income-tax leceipts 

Sa Ftedenc Gauntlett . — If there is to be an extension, peisonally, I 
should piefei to make an expemnent mth legaid to Foiests, because m 
that case 0111 expenment might be fruitful theie 

Chav man — So far as this Committee is concerned, it is onlv concerned 
with the audit of the Cential forests 

Mi A Rangaswamy Iyengar — If the Auditoi General does get down 
to any method of dealing with Cential forests, certainty it might be applied 
to provinces as well 

Charrman — We will also ask the i epresentative of the depaitment con- 
cerned to be ready to answei the question of extension of audit of receipts 
fiom Foiests 

Mt Joshi — Would it not be bettei if they asked the department con- 
cerned to give the Committee a written statement m advance 0 

Mr A Rangasivamy Iyengar . — I think they mil all bring a state- 
ment and read it 


Paragraph 18 of the Resolution 

31 Mr Rrayne — The Finance Department piopose to issue general 
rules after the new rules for the Posts and Telegraphs haie been m force 
for some time 


Paragraph 19 of the Resolution 

32 Mr Rrayne — A despatch was submitted to the Secretary of State 
m March or April last, and we have not yet heard from him 

Paragraph 20 of the Resolution. 

33 Srr Fr edenc Gauntlett — W e have attempted this year to reduce 
the volume of the Report of the Central Revenues, and although the sta- 
tistics aie necessarily largei the letter press is veiy much smaller 

Chairman — We will now take the statement showing the action taken 
or proposed to be taken on the points which have been noticed by the 
Public Accounts Committee in their Report on the accounts of 1924-25 
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APPENDIX 11 
Item 1(b) 

34 Su Fi edei ic Gauntlett — The point is when the Secretary of State 
sanctions the classification lules, very large powers will be left to the 
authorities m India to frame lules relating to services nndei their eontiol 
It is entnely a question of fact, i e when poweis aie given to the authori- 
ties m the provinces they can deteimme whethei they can meiease or 
decrease the leave 


Item 1(c) 

35 Sir Fiedenc Gauntlett — I am afiaid that I am partly responsible 
for Ihis, because as a great deal of mfoimation had to be obtained the 
Auditoi General undertook to bung together a complete statement of the 
position with legaid to this mventoiy I think the Government of India 
will agiee that it is not leally the duty of the Auditor General to undei- 
take an inquiry like that The lesult is that I have an enoimous mass of 
papers which I could not look into It is a Aery big question leally The 
question will really arise then as to the extent to which v e can take our 
mventoiy, to keep stock of all the chairs, pens and papei throughout India, 
but it is really a difficult task But if the Committee thinks that I should 
take it up, then I shall try to do it 

Item 1 (f) 

36 Sir Fiedenc Gauntlett — This came up befoie the ad hoc Arm} 7 
Committee, and the Quartei Master General was asked to expedite matters 
as much as he could His intei vention had to be obtained, because we 
wanted our new Pay and Accounts Officer m Peshawar to be housed m 
the building occupied by the Military Accounts Depaitment They also 
have a scheme for the amalgamation of offices and want to move their office 
from Peshawar to Rawalpindi When they get to Rawalpindi they will 
have to be housed m the buildings which now belong to the Military 
Accounts Department That will necessitate the turning out of the Divi- 
sional office at Rawalpindi, so that a new building will have to be built 
for the Divisional office This has been accepted m principle It is only 
a question of getting office accommodation, and the simplest and quickest 
method is for a small new office to be built at Rawalpindi The question 
was hanging fire because of discussions between the Army Department and 
the rest of the Government o,f India whether a leally big office should be 
built and who should bear the expenditure and so on 

Item 1(h) 

37 Mi. Biayne — We have considered the question m connection with 
the procedure m England and it has been refened to the Auditor General 

Chan man — I think it was at my suggestion that this Resolution was 
suggested, and it was decided to follow the procedure adopted in England 
if we could adopt it here 

Sir Fredenc Gauntlett — Those figuies are exhibited separately m the 
Appropriation Accounts m England 
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Item 1 0) 

38 Bti Fredenc Gauntlett , — The officer on special duty has submitted, 
his Report to the Central Board of Revenue and they aie considering the 

master 


Item 1 (k) 

39 Mi Biayne — Oiders sanctioning a fixed peicentage of depait- 
mental ehaiges have been issued m regaid to Madias and United Provinces 
As legards the othei pionnces, the question is still under consideration 

Sir Fi eda w Gauntlett — Theie aie tvro questions lm olved here Theie 
is first the question wheie you use othei provinces as agents Theie is 
also the question m respect of woilc that is done directly by the Government 
of India Some of the provinces have dealt with that difficulty by bringing 
all the estimates for establishment charges within one giant instead 
of the pro tata distribution The accounts show the expenditure for 
works and the expenditure on establishments separately Of course, iu 
our own departmental accounts we distribute the departmental ehaiges bid, 
so far as the appropriation accounts aie concerned, the establishment 
charges instead of being distributed p)o ) at a under the conespondmg 
charge head m half a dozen diffeient heads and diffeient giants, are kept 
within one grant so that you aie able on the face of the leeoid to compare 
the total expenditure on establishment with the total appropriation for 
establishment 

Mr Rangaswami lyengai — But would it not make the account, m 
icspect of the particular woilc seem m the nature of a pro forma account 
because you put only a soit of peicentage 

Sir F Gauntlett — No I am not lefenmg now’ to oui departmental 
accounts maintained for new r woiks I am talking about the exhibition of 
'the expenditure m the appropriation accounts In these accounts, The 
establishment and works expenditure has alw r ays been recorded sepaiatelv. 

Item 2 

40 Mr Rangasivaim lyengai — May w T e know why it is said that the 
question will be taken up for consideration m connection with the next 
Statutory Commission 

Mr Brayne — Several cases have recently arisen between the Auditor 
General and the Secretary of State where Ins action has necessitated the 
revision m minor details of the statute and he has referred them all back 
and said “ I should prefer to keep these over for the statutory commission’ \ 

Mi Rangasivann lyengai —I cannot quite follow’ that What I want 
to know is why there is this anomaly m the position Does this refer to 
the status of the Auditoi General oi is it in reference to the accounts 9 

Sii F Gauntlett— I would lefei you to Appendix XII of last year’s 
repoit It is set there m some detail and the last Public Accounts 
Committee^ I think, accepted generally the view’s that were there ex- 
pressed I be Go\ eminent of India is considering it and says it will 
necessitate alteration of the statute, which I myself pointed out, and that 
in view of the attitude which the Secretary of State has consistently tak n rr 
of late it was decided to keep it over for the Statutory Commission 
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Item 3. 

41 Mr N. M J oslu — When are these war claims going to be settled ? 

Chairman — I said last year that a settlement would be reached shortly, 
and I don’t think I have anything to add to that 

Mr N M Joshi — Is there any estimate 2 

Mr Bangaswami Iyengar — The Home Auditor has something m his 
audit lepoit 

Mr N. M. J oshi — Is there any estimate of how much we stand to gam 
out of the settlement ? 

Chairman — Did we ever expect to gam anything ? There is a claim of 
40 millions against us. 

Mr Bi ay ne. — The total claim was about 68 milhons 

Mr Bangaswami Iyengar — It would appear that that would require 
action by Parliament 

Chan man — In any case action is required by Parliament Certain 
expenditure was incurred m Persia, etc , expenditure which the Indian 
Government of the time expressed its willingness to accept It is an 
expenditure which requires a resolution m Pailiament to make it a proper 
charge on Indian levenues That Resolution has never hitherto been put 
before Parliament It is impossible to determine what is the amount of 
expenditure m question because it has been m dispute It is expected that 
a settlement will be reached shortly 

Item 7 

42 Mi Bi ayne — The new rate is 2\ per cent — altogether including 
insurance 

Mi Joshi — Do you take into consideiation the cost of the department 
to the Government ? Do you make any calculations at this late 5 How do 
you find out whether the department is a paying department ? 

Chan man — W e went into that last year and we recommended that 2 
per cent was not sufficient to cover the charges 

Mr J oshi — My point is that the real remedy is not to increase the rate 
but to provide them with moie work 

Sn F Gauntlett — This is the Stoie Department of the India Office 

43 Mi Bangaswami Iyengar — I should like to know whether you put 
down the late of 2 per cent on an estimate of the probable cost of the 
service done or do you base it on the actual cost ? 

Mi Brayne — It is based on the actual cost. 

Mr Bangaswami Iyengar — Is it based on the percentage charged by 
professionals m England for similar services ? 

Mi Bi ayne — I think it is based on the actual cost of the High Com* 
missi oner’s establishment and of couise the rent of the office, stores, etc 
i e , the whole cost of the establishment. 

H164Em 
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Item 12. 


44 Sir F Gauntlett —It got so serious that at one stage I had to 
threaten that I should have to witlidiaw my pre-audit because there was 
such a rush of work at the end of the year that I simply could not tackle 

it with any honesty 


Item 19 

45 Sir F Gauntlett —This is a general comment which aiose out of the 
action of the administrative authority of the Posts and Telegrauhs depait- 
ment 

Chan man — I think that the summaiy of the Government of India’s 
views there is accepted by the Posts and Telegraphs Department 

46 Mr Biayne — There is one item and that vas the question of 
divergence of views between the Auditoi General and the Government of 
India It was recommended that puma facie theie weie arguments for 
additional facilities of communication with the Secietaiy of State dnect 
and that it would appear that the matter uas one uhicn should be 
sympathetically examined by the Government of India The Government 
of India have examined the question There is nothing to show that the 
orders relating to his geneial independence weie intended to give lnm 
dnect access to the Secietary of State , if you look at the Auditor General’s 
rule you will find that when for example he sends his accounts to the 

, Secretary of State or when he sends his lepoits to the Secietaiy of State, 
they are sent thiough the Government of India, the Auditor Geneial having 
full power to comment m such way as he chooses on any point of detail oi 
upon any general question which ai ises 


A similai question aiose some time back when the Government of 
India recommended to the Secretaiy of State that to avoid delay copies 
of despatches fiom the Secretaiy of State to the Government of India should 
be sent direct by the India Office to the Auditor Geneial But the Sec- 
retary of State would not agiee to any communication going direct to any 
authority m India other than the Government of India And of eouise 
there is the general question of the difficulties which the Government of 
India felt would arise if there was an authonty m India who was able to 
comment on the action taken by the Government directly to that Govern- 
ment’s superior The Government of India felt indeed that the Auditor 
General has alieady ample powers of comment m his annual leport and 
if the Government of India or a Local Government fail to eairy out a 
thing m the way the Auditor Geneial thinks it should be earned out, the 
Auditor Geneial could either comment on it m his leport or bring it before 
the Public Accounts Committee 


4/ Mr haK'ja^v'ami Iyengar — The Auditor Geneial m tins country is 
unfortunately foi the present appointed bv the Secretaiy of State * m 
Council and he is certainly technically sublet to the adraimsti ative control 
of the Secretary of State He is not like the Auditor Geneial m England 
,, 0 f ce he 1S appo^ted he is put m a position of independence of the 
g0ve ™ me ?? t 2S not removable except by a vote of Parlia- 
ment then, Sir, the whole question is whether the Auditor General m 
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this country is merely m the position of the head of a department m this 
country and should go through the ordinary routine of sending every- 
thing thiough the Government of India and receiving everything through 
the Government of India If the object is to secure the independence and 
the efficiency of the functions which are his charge, I do think that he 
should have access to the Secretary of State who after all stands to some 
extent m the position of his direct superioi and, however much the Govern- 
ment of India may want to know exactly what action the Auditor 
General has taken so that they maj T be m a position to state their case to 
the Secietary of State, I do not see why it should be made obligatory to the 
Auditor General to go through the Government of India or why the Sec- 
retary of State should consider it necessary to send everything through the 
Governor General That is the point 

Chairman — I think if you will compare the position m England it is 
parallel The Auditoi General’s access to Pailiament is through liis 
Majesty’s Government, thiough the Tieasury If you substitute the Sec- 
retary of State for Pailiament here and the Government of India for the 
Tieasury, the Auditor General’s access to the Secretary of State and to the 
Assembly is through the Government of India The Government of India 
cannot withhold his lepoit from either the Secretary of State or fiom the 
Assembly any more than the Government at home can withhold a report 
fiom the House of Commons But I think the analogy is fairly close 

48 M ? Ran g as w ami Iyengar — No, Sir I will put it m this way 
Suppose it is a case m which the Auditoi Geneial diffeis fiom the Govern- 
ment of India and the mattei has to go before the Secretary of State or 
to the Assembly Is it absolutely essential that he should place his case 
first of all before the Government of India and let them have their say 
before it goes to the Seci etary of State ? 

Chav man — That is exactly the position m England His Majesty’s 
Government have their opportunity to say their c ay befoie it goes to 
Parliament 

49 Mr Rangasivanu Iyengai . — But the leal difficulty heie is that the 
legislature has to look to the Auditoi Geneial foi independent audit, 
independent criticism of the Government accounts and if, as matter of fact, 
he is to be consideied as pait of the machinery of the executive government 
his independence is to some extent affected 

Chav man — I don’t think the Auditor Geneial would say that his 
independence oi the independence of Ins audit is m any way restucted by 
the fact that he has to go through the Government of India to the Secretary 
of State 

Sv F Gauntlett — May I quote one concrete case, Sir, as you raise this 
point I was just this morning looking at a case m which the Government 
of India sought to intei pi et one of the fundamental rules which leserves 
to the Secretaiy of State the right of passing specific oiders I said that 
the ease came under that mle and that therefore the ordeis of the Secre- 
tary of State weie necessary The Governoi Geneial m Council is given 
the right of interpreting the fundamental rules. In the exercise of that 
right it stated that this case did not fall under Fundamental Buie 51 and 
that therefore the sanction of the Secretary of State was not necessaiy. 



20 


T then said that this case obviously pointed to a defect in. the wording of the 
fundamental rules because one has to assume that the Governor General m 
Council is not supposed to be the final authority m determining whether 
its own sanction or the sanction of the Secretary of State is necessary 
The Governor General m Council has refused to pass thm 
comment of mine on to the Secietary of State It has gone through 
because it is m my letter to the Seeretaiy of State but it is only one of a 
hundred paragraphs That is my whole point It is true that through 
the medium of this repoit I can get access to the Seeretaiy of State but 
that is inadequate unless the Secietary of State takes adequate action on 
eteiy paragraph of my report 

Char) man — I don’t tlimk that is any evidence that the independence 
of the Auditoi Geneial is affected by the present position 

Mr N ill Joslu —Not as regards audit but the case mentioned by him 
shows that he has not got sufficient access to the Secietary of State 


Chav man — It meiely shows that there are two fundamental rules, one 
of which disagrees with another 

Sv F Gaunilett — But when I suggested that this should be pointed 
out to the Seeretaiy of State the Government of India refused to do it 


49 M) Rangaswami Iyengar — The point I was duvmg at is this 
The audit authonty m this country, as he is responsible toi the Secretary 
of State m Council, should have the fullest facility for going to him upon 
everj- matter You may sav that the Government of India is a sort of Post 
Office foi linn I have no quanel with that but he must m each case have 
the oppoi tunity of going to him upon every point 

Chav mar , — He is m the position of doing that through his annual 
report That is the same position as the Auditoi General at home 

50 Mi R Iyengar — Is it open to you to withhold a communication 
fiom him oi to lefuse to send up a ease to the Secretary of State if he 
wants to ? 


Mr Brayne — In the rules it is laid down that on any question m 
dispute the Auditor General can ask the Government of India to obtain the 
ordeis of the Seeietaiy of State If they don’t, then he can bung it for- 
waid befoie the Public Accounts Committee 


Sn F Ganntleti — That is exactly the action I have taken but the 
fact lemams that it has been brought to the notice of Secretary of State 
and he has made no comment on it 


Chav man I think the Secretary of State would say very definitely 
that he did not want to have things going through dnect to> him 

51. Mr Rangaswami Iyengar — Then I think, Sir, it becomes the duty 
of this committee to say that the Auditor General should have this power 
.and let the Secretary of State state what he wants on that A 

w *[• M Jos]n — Let say the Auditor General had no case before 

hut now there is a concrete ease of the Government of India refiLmg 

ei mtiont^nrV 1 ~^^ e „ case came U P year, a concrete case of the Gov- 
of the general int^ 
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Act As a mattei of fact, we liave since then actually put the specific case, 
not the general case, to the Secretary of State and he has ruled on. it We 
put the facts before him and he entirely agieed that it was not a case 
where a general ruling could be given 

Sv F Gaunt! ett — I did ask m the alternate e that the Secretary 
of State should be asked to give reasons m the concrete case that went to 
him 

Chav man — He has given his reasons which he said would not be of 
much use to the Auditor General 

52 Sv F Gaunilett. — Might I put the alternative to the case of 
direct access, and that is, if there is a request for a communication to the 
Secretary of State by the Government and it is accepted that there should 
be a communication, it should be sent with reasonable promptitude and 
not 5 01 6 years afterwards 9 

Chav man — The whole point there was we declined to put the geneial 
ease and it was, I think the Auditor Geneial ’s insistence on the general 
question that was partially lesponsible foi the delay I admitted last 
year that there had been veiy unreasonable delay over that question, but 
it was mainly owing to a fundamental diffeience of opinion whether the , 
general case or the specific case should be put to the Secretaiy of State 

Sir F Gaunilett — That accounted for six months out of the five years 
m that case, and m the other case the delay was six years 

Chairman — No one would dispute that there ought to be reasonable 
promptitude m the matter 

53 Mi. Bangaswami Iyengar — Might I put the position thus, would 
it not be proper foi the Government of India itself to agiee that m all 
important cases where the Auditor General eonsideis it a fit case to be sent 
to the Secietary of State the Governor General would himself generally 
adopt the policy of forwarding it instead of holding that he would send 
only such cases as m his opinion were fit to be sent to the Secretary of 
State " 

Chav man — I do not think the Governor Geneial could very well enter 
into a convention that without question he would always 

Mi Itangaswamy Iyengar — Not without question but geneially 
speaking. 

Chairman — Generally speaking, he does The point is, generally 
speaking and without question. 

54 Sn F Gaunilett — In the concrete case that I quoted, the Govern- 
ment of India set itself out to be its own authority to determine whether a 
reference should go to the Secretary of State 

Chav man — Which he was entitled to do under the Fundamental Rule 
That was a case in which you eventually pointed out that under another 
Fundamental rule this involved an anomaly 

Sir F Gaunilett . — Then I suggested that the fundamental principle 
must be that the Government of India ought not to be the final authority 
to determine whether it must go to the Secretary of State 
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Chatrmm-l (tank it certainly should-the Fundamental Buie says 


SO 

F. Gauntlett — My point is where a Fundamental Rule specifically 

refers 

Chav man — All you arc doing is that yon are interpreting a Funda- 
mental Buie Ton found that there were two-one which said that the 
final determination of any question arising undei these Buies is foi the 
Governor Geneial, and the other one was that the Sccietary of State s 
sanction was required m certain events 


Sir F Gauntlett —Quite 

Chan man —You pointed out that that led to an anomaly. I see no 
reason why the Governor Geneial should not be the final detei mining 
authority whether 01 not on a question the sanction of the Secietaiy of 
State ls'requned All that you are concerned with there is to see that 
the Fundamental Rules were obej r ed 

Sir F Gauntlett— The leal point put by me was that this particular 
case pomted out what m my opinion was a defect in the Fundamental 
Rule wlieieby the Government of India m this particular case became the 
final authonty to deteinnne whethei a lefeienee should he made to the 
Secretary of State 01 not In all other cases, undei the Audit Resolutions 
the Auditor General is the final authonty 


Char) man — I see no reason why the Auditor General should always 
be the final authority 

Sd F Gauntlett — My point is that the Fundamental Rule should be 
altered m recognition of the fundamental position that no suboidmate 
authonty ought to be the final judge m detei mining whether it should 
obtain the sanction of a supenoi authority 01 not To my mind this is a 
very important puneiple involved m it 


Chav man — That is a special case and I am not quite sure that I can 
quite agree The point that anses theie is not a question of llie independ- 
ence of the Auditor General It is really his poweis vis a vis the Governor 
General, and his power clearly does not extend beyond detei mining the 
meaning of rules 


Sir F Gauntlett — I think theie is lather more than that What was 
stated just now is, I submit, a fundamental principle of audit 
winch has been accepted with legal d to the formulation of all othei rules 
which determine when the sanction of the Secretaiy of State is necessary 
My point is that this fundamental principle was overlooked when Funda- 
mental Rule 8 was formulated, because it oveilooked that particular aspect 
o± the case My suggestion was that m puisuanee of the fundamental 
principle winch I have enunciated which I think to he conect, the Secre- 
tary of State ought to have been asked as to whether it was not desnable 
to amend Fundamental Rule 8 which when considered m relation to 
certain other Fundamental Rules seemed to violate this fundamental 
principle or audit The Government of India xefnsed to make that 

VAT OT*QTl nc\ 


® W ™V- The Government of India m the exercise of their peifectly 

oueston finZ h deClde 14 “ ?, T ta “ But t^t does not settle 

t i, , 11 al.lt because yon still have the power m your annual leoort 
*“ bring the question before the Secretary of State P 
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Sir F Gmmtlett — My difficulty is that if the Secretary of State will 
not pay attention to particular paragraphs of my report 1 am absolutely 
helpless 

55. Mr Rangaswami Iyengai — The whole point is, is he or is he not 
entitled to obtain the orders or directions of the Secretary of State on vital 
matters ? 

Sir F Gauntlett — It is perfectly true that the answer is that I am 
and do so in the annual letter that I send to the Secretary of State 

56 Mr Rangaswami Iyengar. — I think that the Public Accounts Com- 
mittee should say that it is not sufficient to enable the Auditor General 
to discharge his functions properly m this respect that he should catalogue 
these m the annual report and they should form part of a bulky document, 
but that where he considers the matter of special importance he must have 
the right to refer it direct and obtain specific orders on the specific case 

Chairman — I am perfectly prepared to agree with what you stated just 
now, that as a general rule the Governor General should with reasonable 
promptitude forward to the Secretary of State or obtain the Secretary of r 
St ate ’s decision on a matter where he was advised m the view of the 
Auditor General that the Secretary of State *s decision was required But, 
of couise, that takes us no further It is the occasional exceptions that 
make him bring this case at all 

Sir F Gauntlett — Quite 

57 Mr Rangaswami Iyengai — That is all that we can deal with as a 
Committee But the point that arises so far as we are concerned is what 
are the grounds on which the Governor General would consider that a 
mattei should not go before the Secretary of State 

Chairman — It was a general case where the Governor General was 
asked by the Auditoi General foi a general mterpi etation of a particular 
section The Governor General consulted their law officers who expressed 
the view that a general interpretation was not possible but that it must be 
interpreted m the light of each case as it arose The Governor General 
^.therefore declined to put the general question 

Sir F Gauntlett — Might I add that I did ask m the alternative that 
the Secretary of State might be addiessed for the reasons which led him 
to take the particulai decision and that also was refused 

Chan man — I do not think that it is correct to say that that was 
refused The fact is that it got lost m the general question We did 
insist on declining to put the general question 

' Sir F Gauntlett — And you have refiamed from putting the particular 
question 

Chairman at this stage read out extracts from the letter to the Secretary 
of State 

Sir F. Gauntlett — This is another case with refeience to which you 
did fulfil your promise that when anothei case arose vou would put this 
question and ask for reasons But in the discussion on the old case I did 
ask either to get a general interpretation or at least to get the specific 
reasons which had led the Secretary of State to take a particular viqw 
m the previous case ^ 
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CJU.M man -We seem to have asked yarn. quest.cn by .mpl.eat.on ,£ not 
actually and we got our reply 

58 St, F Samtlett—l think that despatch raises one more point 
and that is that then a Local Government has to .p .to he Sovernmen^o 
India with, reference to a question raised by an audit authoritj it is a 
definite rule with the Government of India that it shall obtain from he 
Local Government exactly what the audit officer has said The Government 
of India has always consistently lefused to follow the same rule when it 
refers to the Secretary of State It always insists on its right to para- 
phrase what the audit officer has said 


Mi N. M Joshi — I thmlc the Public Accounts Committee could 
certainly expiess an opinion that it detracts fiom the independence of the 
Auditor General that he has not got dnect access 


Chan man— l do not think it does , I disagree and I do not think the 
Auditor General maintains that 


Mr Joshi — He may not maintain that his independence as regards 
audit is curtailed m any way 01 is influenced m anj r way, but his position 
as regards the Government of India on certain matters is affected 

Chairman — There, again, you raise a slightly different question — what 
you desire the position of the Auditor Geneial as regards the Governor 
General should be Obviously lie must be m some relation to him He is 
not an impel mm in impeno 


59 Mi Joshi — May I ask for information if there is any diffezence 
between the independence of the Auditor Geneial m England and the 
Auditor Geneial heie 


Chan man — I cannot say theie is any It seems to me that the Auditor 
General here is m the same position as the Auditor General at home He 
has to go through the Government to get to the House of Commons The 
difference here is that the Auditoi General is reporting to two authorities — 
one is the Assembly and the other is the Secretary of State So far as his 
relation to the Assembly is concerned, it is a mattei that really interests 
this Committee and I am not clear that there is any complaint on that score 
at all That being so, I am not quite sure myself that it is desnable that 
we should discuss the question of the lelationship between the Auditor 
General, the Governor General and the Secretary of State, which does not 
m any way affect our view of the independence of the audit of the Auditor 
General so far as the Assembly is concerned We have got to be a little 
careful that we do not get beyond our province m this matter 


Mr Joshi— I was thinking m view of the fact that the constitution 
ll g +°l? g t° revised that thjs Committee should make a recommendation 
tbat the Auditor General m India should be made completely independent 


Mr Bmgaswami Iy anger— So far as this Committee is concerned, it 
not only deals with the accounts of expenditure that are voted but also 
accounts which are non-voted, and we are certainly entitled to offer our 

uffrom ^. at the T are t worth and therc 18 nothing that can 

ot£^ 

: s 4 matte? ° f — srs 
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Chairman — I do not know whether it will meet the Committee if we 
could get out of the difficulty somewhat on these lines I think Mr Brayne 
might put in a memorandum on this point saying that we note the conclusion 
arrived by the Governor General, that the opinion of the Committee is 
divided, that some of us are not entirely satisfied that the question of the 
relationship between the Secretary of State, the Government of India and 
the Auditor General is not directly concerned with the independence of 
audit and we confine ourselves to the expression of the view that generally 
speaking we think it desirable that the Governor General should with 
reasonable promptitude forward cases to the Secretaiy of State That is 
the sort of solution that I would suggest 

Mi Rangasivanii Iyengai . — That could be done, but if m a particular 
case it is not done properly, then these exceptions will naturally come' 
under examination It would not solve the immediate case 

Chan man — I do not think it solves it No doubt, it raises an interest- 
ing controversy but it has very little to do with us It has a beaiing on 
our position, but we will come back to the subject when Mr Brayne puts 
m a memorandum We will simply adjourn the discussion now 

Sir F Gauntlett — Would it not be feasible to place the discussion 
before the Secretary of State to show m what matters difficulties have been' 
found 

Mr Chairman — Mr Joshi suggested that we should commend the' 
subject to the special officer considering matenal for the Statutoiy Com- 
mission We may say we note that the relations between the Auditor 
General and the Home Auditor are being taken up and m this connection 
we suggest that the question has been raised, which we do not pursue, of the 
relations of the Auditor General, the Secretary of State and the Governor 
General and that it should be considered 

Mi Biayne — It is one of the questions at present under considera-- 

- tion 

Sir F Gauntlett — I have already sent the point to the special officer 
There is one other point which has to be brought out If one waits until 
the annual letter goes out — it is sent out 15 months after the accounts 
to which thev i elate — and if a specific point of audit importance arises 
vdiieh cannot be brought to the Secretary of State’s notice except through 
this, the efficiency of audit does suffer You have a question left undecided 
for 15 or 16 months — that is nothing, of course, compared with the lifetime 
of a Government 

Chan man — The best thing is to get the whole thing down on paper and 
resume discussion later / 

The Committee then took up the consolidated letter of the Auditor 
General forwarding the Audit and Appropriation Reports on Central 
Revenues 


Paiagraph 3 (c) of the Auditor General’s letter 

60 Mr Brayne — This question was considered by the Financial r6- 
piesentatives at the conference 

Mr Joshi . — In the provincial Councils they not only sanction and limit 
a grant as ve do m the Assembly, but they sanction a grant according to 
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■certain heads , they try to reduce m detail m a head If you give the 
power of reappropriation to the High Commissioner, it really means that 
you take away the power of the Legislature 

Mr A Bangaswami Iyengar. — When such a reappropriation has taken 
place, it must come up before the provincial Legislative Council either by 
means of a supplemental y or an excess grant 

Mr Josht —I think you are curtailing the power of the Legislature 
itself 

Mr Biayne — I shall read from certain correspondence on the whole 
•question Certain tentative rules have been framed by the Finance De- 
partment In the ease of central expenditure the Secretary of State and the 
High Commissioner may m the case of voted expenditure mcuned by them 
sanction reappropriations between allotments voted for that expenditine 
subject to the following conditions (1) no reappropriation may be made 
from one grant voted by the Legislative Assembly to any other such grant, 
and (2) if money is allotted foi non- voted items, that money may not be re- 
appropnated to voted items and vice versa (3) without the previous 
approval of the Finance Department of the Government of India no re- 
appi opnation may be made (a) to meet expenditure of a kind for which 
no provision has been included m the Budget or (b) increase expenditure 
on an item provision for which has subsequently been reduced by the 
Legislative Assembly or (c) which involves new recurring liability, and so 
forth There are similar rules with regard to the Provincial Govern- 
ments 

61 Mi . Bangaswami Iyengar — The whole point is, where expenditure 
is sought to be incurred on a new service, whether we can effectively deal 
with it only by reappropriation without bringing it to the notice of the 
Legislative Assembly 

8n Fredenc Gauntlett — This is always subject to the lule of business 
winch says that no expenditure may be mcuned on a new measure not 
contemplated m the Budget without the Sanction of the Legislative 
Assembly All these rules will be subject to that 

62 Mi Bangaswami Iyengar — We were sometime ago dealing with 
the question as to what is a new service, and we were discussing the point 
of a proper definition of ‘ a new seivice ’ 

r 

Mi Biayne — We have asked for that from the Secretary of State 

M i Bangaswami Iyengai — I think this despatch ought also to include 
‘ expenditure on a new service ’ 

■’3 M J oshi — My point is quite different It is that m the local 
Legislatuie they do not vote a lump sum for a grant Now if you give power 
to the High Commissioner m the case of expenditure on behalf of Local 
Governments to make leappropnations from one major head to another, 
that may go against the wishes of the Legislature 

Mr Biayne In the case of provincial expenditure it will be seen 
rnt no reappropriation may be made to meet expenditure of a kind for 
winch no provision has been made or which will have the effect of increasing 
the expenditure on an item the provision for which has been reduced by the 
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Legislative Council or winch involves new recurring outlay The same 
rule is put down for provincial Governments 

Chan man — The answer is that a despatch is on the way home “We 
will now turn to paragraph (d) 

(54 Sir F Gauntlett — This is really a specific case, it is a sixth year 

case 

Chairman — We have got the Secretary of State’s reply 

Paragraph 3 ( d ) of the Auditor Geneial’s letter 

65 Mr Rangaswami Iyengai — hi ay we know what the Secretary of 
State’s final decision is about electric installation 

Chairman — The Government of India have power to fix a charge on 
the Head of a Province for electric installation The point laised by the 
Auditor General was whether it might be regaided as a profit oi emolu- 
ment, and the Secretary of State says that the question was to be de- 
cided m each case as a matter of fact He says, ‘ m general, I am of 
opinion that such matteis should be regarded as falling within the ambit 
of the ordmaiy financial rules ’. 

Mi Rangaswami Iyengar — Did the Government of India oi the Sec- 
retary of State take legal opinion upon the interpretation of the words ? 

Chairman — We took legal opinion before we went to the Secretary 
of State 

Sir F. Gauntlett — I think one at least of the cases referred to the 
Secietary of State was not under the ordinary financial rules It had 
its own special rules 

Chan man — That case has got to be examined , I was merely reading 
what the Secretaiy of State’s reply was 

Mi Rangaswami lyengai — If you are going to give Heads of Pro- 
vinces advantages which are measurable in money, they ought to he 
construed as such, — so long as they are measurable m money 

Sir F Gauntlett. — The position is that the decision of the Secretary 
of State has to be taken as absolutely final because the Act gives him power 
to sanction profits or advantages if he deems them to be profits 

Mr. Rangaswami Iyengar — I can differ from the Secretary of State ? 

Paiagiaph 4 of the Auditoi General’s letter 

66 Chairman — Rules have been drawn up and discussed m confer- 
ence between the various Departments , I think at the moment the Heme 
Department aie awaiting replies to some inquiries 

Sir F Gauntlett. — This again, Sir, is a point where there ought to be 
reasonable promptitude, where a demand is made to fulfil audit require- 
ments The technical position is that I am entitled to apply a complete 
audit to all this expenditure, until the Secretary of State imposes restric- 
tions upon me No such restrictions have yet been imposed 

Chairman — I gather that the Home Department are awaiting certain 
information. 
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67 Mr. Bangaswami Iyengar — I want to know whether accounts of 
the expenditure on secret service are shown separately and where we can 
find them out We find no comment of the Auditor General on secret 
service expendituie and his statement that he is satisfied by the certi- 
ficate of the officer who was m charge of the expenditure I think the 
Auditor General m that leport of his m regard to the improvement of the 
accounts of the Government of India made some remarks m this connec- 
tion 


Sit F, Gauntlett — Yes, and this is what has initiated this 

Mt Bangaswami Iyengat . — And I believe the Public Accounts Com- 
mittee endorsed it and the Government of India accepted it, and I want 
to know what has happened to this 


Chaitman — These points requiring settlement are still under discus- 
sion, the position at the moment being that the Home Department have 
asked for certain information from the India Office but have not yet re- 
ceived that 

Q — Do we know what is the total secret service expenditure ? 

Sir F Gauntlett — The answer is that the expenditure is not recorded 
separately m the appiopnation accounts 


Mr Kaula — That is correct except m one or two small cases 


Mr Bangaswami Iyengar — But generally there is no such paiagraph 
about secret service expenditure or your being satisfied by the certificate. 


Sir F Gauntlett — I quite agree there ought to be, I think all this 
has been initiated Only it works slowly 

The Coxhmittee then adjourned till 11 am on Saturday, 6th August 
1927 i 
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Evidence taken at the second meeting of the Public Accounts Committee 
held on Saturday, the 6th August 1927, at 11 am. 


Pbesent 


(1) The Hon’ble Sir Basil Blackett, KGB, KC SI, Chairman 

(2) Mr H G Cocke 

(3) Maulvi Abdul Matin Chaudhuiy 

(4) Mi B Das 

(5) Mr A Rangaswami Iyengar ^ Membeis 

(6) Maulvi Say id Murtuza Sahib Bahadui 

(7) Mr N M Jo sin 

(8) Mr G Sarvotkam Rao 

(9) Sir Frederic Gauntlett, Auditor General 

(10) Mi A C Badenocli, Accountant General, 

Posts and Telegiaphs 


(11) Mr T Ryan CIE, Financial Adviser, 

Posts and Telegraphs 

(12) Mr M E Coburn, Director of Establish- 

ment, Posts and Telegraphs 


Were also piesent 


Mr H A Sams, Dnectoi General, Posts and Telegraphs, Witness. 


68 Chairman — Before we go to the Appiopnation Report proper, we 
might usefully take up the points that arise on the Resolution of the 5th 
May affecting the Posts and Telegiaphs Depaitment The fiist is paia- 
graph 9 with lefeience to the introduction of commercialised 
accounts , theie are three points that arise on this paragiaph, viz , the ques- 
tion of the radio system, the question of ci edits due to the department for 
railway telegraphs and credit due to the telegiaph and telejihone poitions 
of the account Dave you anything to say, Mr Sams, on these ? 


Mr Sams — There is one other point, namely, adjustments with Gov- 
ernment Departments generally We have taken up the question of what 
the Foreign and Political Department owe us and that is now under dis- 
cussion with that Department We do a certain amount of work for them 
1 m the Frontier and trans-Frontier As regards the radio, a scheme for the 
separation of the accounts of the radio telegraphs proper is under 
the consideration of the Finance Department The question of the ci edits 
due for railway telegraphs is under the consideration of the Financial 
Adviser About inter-departmental adjustments, certain adjustments were 
made m the last budget and recently orders have been issued giving effect 
to those adjustments That is how matters stand with reference to these 
questions 

69. Mr Bmgaswmii Iyengar . — May I know what the net result ot 
these adjustments is f 
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Mi Sams — It has reduced the surplus profits of the post office eon- v 
siderably and deci eased the loss on the telegraphs and telephones 

70 Chau man — The answer about radio, telegiaphs and so on is that 
the matter is undei consideration , we are therefore not m a position to 
come to a conclusion 

Mi Ryan — About radios, the scheme has actually been sent up and has 
-just reached the Finance Department , it has been approved by the 
Accountant General and by tbe Department of Industries and Labour I 
have no doubt separation will be completed 

71 Chat) man — Peiliaps we can leave that for next year Then as 
regai ds the question of railway 

Mr Ryan — That is a very complicated question which I am going 
into which involves a number of counter-claims We have alieady had some 
discussion with lailways on the subject, and we are puisuing the matter 

Chairman — Is the delay due to obstructive tactics of any sort on the 
part of railways q 

Mi Ryan — It is entirely due to the fact that the Financial Adviser 
has more work than he can do 

Mi Rangaswami Iyengai — Do you think you would require some help 
m this matter m ordei to expedite it 

Mi. Ryan — No The thing is now piactically within sight The case 
will be dealt with, as far as I am concerned, within some weeks 

72 Mi Rangaswami Iyengai — Theie are two items mentioned m the 
Home accounts m legard to postal and telegraph revenue account, but 
as it i elates to charges leviable m respect of work done for the Foreign 
and Political Department, I do not know if you will be able to enlighten 
us On one item, Eastern mail service, a sum of £5,500 is charged every 
vear and there is another item, £1,342 due to the Indo-Euiopean Telegraph 
Department, which has not yet been recoveied It seems, though they 
thought that the Foreign Office would recover the money from the Turkish 
Government, that the money is now going to be lecoveied fiom the Indo- 
European Telegraph Department 

Mi Ryan — I am afraid I could not give any information off-hand 
There are some political claims involved m connection wuth Indo-Euiopean 
Telegraphs, which have to be fought out through the Foreign Department. 

If the Committee 'wish it, I can give a supplementary note 

Chairman— I fancy we shall have to ask the Foreign and Political 
Department 


*3 Mi Rangaswami Iyengai —Generally speaking I would ask that 
we snould get much more information about the working of the Indo- 
European Telegraph Depaitment than we have 


Chairman I suggest that we take that up when we come to Indo- 

a^wTuld 6 blffS f 6P f tmeUt We , llav< ? not as much information 
Z, ld 1 k 5 but have a great deal more than we had two or three 

j talb ago ; 
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Pai agraph 18 of the Resolution 

74 Mr Sams — The rules were diafted and are now under the con- 
sideration of the Finance Depaitment The mam principle is that an 
officer should get his lailway or steamer faie and should get an adequate 
daily allowance whether he is travelling or whether he is halting , that is 
to say, we give up the system of three-fifths faie m favour of the daily 
allowance 

Mi Josln — Youi Department has got separate rules foi tiavellmg 
allowance 0 

Mi Sams — These rules aie going to be tried m this Department as 
an experiment and if it is successful, othei Departments will consider 
the advisability of adopting them They have been diawn up m consul- 
tation with the Finance Department 

75 Mi Rangaswami Iyengai — Am I to take it that the result of your 
revision of the travelling allowance rules would be to increase the total 
amount of tiavellmg allowances q 

Mi. Sams — It probably will, but we shall get bettei value for our 
money, more halting, bettei work, better supervision 

76 Mi Rangaswami Iyengai — Is the old system of passes on railways 
snll continuing m the postal depaitment ^ 

Mi Sams — Only m the case of the Engineering Department and the 
sorleis of the railway mail seivice. People who do not work in the van, 
eg, Superintendent of the Railway Mail Seivice and Inspectors, do not 
get passes 

Mr Rangaswaim Iyengai — You have generally discontinued the system 
of passes ? 

Mi Sams. — The Railway Board made us discontinue the system 

77 Mr. Cocke — Reading the evidence of last year, I got the lmpies- 
sion that a good deal of criticism was directed against officers of the Depart- 
ment who travelled when they wanted to do so and weie not very much 
tied down by the period when they should ti avel Has anything been done 
to improve that ? 

Mr Sams. — I do not think it is a tiue statement , I do not admit 
it at all They have a fiee hand They have got a certain amount of 
inspection to do and if they do not do it they are taken to task, but the 
allegation that they travel when they want or go to pleasant places and 
not to other places is geneially speaking incorrect 

Chairman — I would lefei the Committee to page 38 of this year’s 
Appropriation Report where it is said “ it may peihaps be surmised 
that there was less of the deliberate avoidance of touring that was paitially 
admitted by the Dnector General ” I do not think we need take it any 
further than that 

There are other points arising, not on the Resolution, but on the state- 
ment of action taken on previous reports 

Appendix II, item 18'' 

78 Mr Sams — The question has been very thoroughly gone- into We 
do not think there is any justification for increasing the security In 
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356 cases out of 485 tlie piesent security covered the loss, that is to say 
m 75 uer cent In the remaining cases Government had a hold on the pay 
and nension In the last resoit Government could dismiss an official who 
misappropriated Considering that the net loss was Rs 1 lakh a year as 
against Rs 300 crores of money handled, I think that shows that the 
standard of honesty m the post office is extraordinarily high What we 
want is not to mciease the security but to increase the supervision so as 
to take temptation out of the way 

Chan man — The upshot of the discussion with the Government of India 
is that it is undesnable to take any steps to mciease the security either 
geneially oi m paiticulai cases, but that the existing security rules should 
be left as they stand 


ill} Sams — What we have done is to extend the contract system of 
ru nn ing oui tieasuiies by eontiaetois and shroffs We have done that in 
21 of the biggest head offices and "we hope to extend that system "which 
thiows the lesponsibility on to contraetois. 

Mi Baclenoch — I "was going meiely to give the exact figures for 1925- 
26 My audit repoit is not circulated , it is an executive leport Theie 
were 504 cases m the year 1925-26 involving a sum oi Rs 1,39,610 


Mi Josh'i — The audit lepoits used to be cn culated 


Chan man — Poi oui own convenience we decided that the audit leport, 
a departmental document, v as to be dealt v, ith by the Department It was 
not a document we had to deal with Impoitant cases to v, Inch the Auditor 
Geneial desnes to diaw attention of the Public Accounts Committee are 
included m the single Audit and Appiopnation Repoit That is the ar- 
rangement we made 

79 Mi Rangasivaim lyengai — I find that m many cases of embezzle- 
ments you ask people not to make good the "whole of it, but you impose 
a kind of fine, by nay of compensation The total recoveries aie ieiy 
short of the actual embezzlements May I knou v hat is the principle "which 
you adopt ? 

Mi Sams — We have never laid down any haid and fast rule The 
officer who decides the case has to take all the cn cum stances of the case 
into account Theie aie vanous degrees of culpability and negligence 
The officei goes on common sense and tues to fix an amount which he 
thinks is leasonable, consideung the man’s pay, his seiviee and circum- 
stances 


80 Mr liangaswo.rm lyengai —Don’t you think it would lead to 
inequality of tieatment m many cases ? 

Mi Sams — That can be moderated on appeal 

81 Mi Rangaswami Iyengai — Therefoie it is necessary to have some 

sort of principle Do you go by the capacity of the man to pay ? If a 
ricn man happens to 1 “ 


Mi Sams. There aie no nch men m the post office 

not ^avf a but°?^rJ 0U “i 7 haVe Sm ? U omisslon > negligence which is 

nercenS ^ U i 7 mVolve a yei ^ lar S e You cannot fix any 

percentage of the loss as a punishment. J 
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Sir F Gauntlett — I presume tliere is difficulty about disciplinary 
action You have not only to take the actual facts of the particular case, 
but the whole of the man’s past history 

Chau man — His seivice as a whole It is a matter on which there is 
a great deal of case law and a set of geneial principles which we take 
into account I do not think you can easily 1 educe them to anything m the 
natuie of rules 

82 Mi Rangaswami Iyengai — May I take it then that m all these 
cases of recoveries it is moie m the nature of punishment than any attempt 
to lecoup the amount ? 

Mi. Ryan — No It is done pnmanly with a view to recovei the, 

amount lost We have to take the special cncumstances of each case 

Mi Joshi — If it is a question of embezzlement, you aie entitled to 
recoup the money But if the loss is caused by what you consider to be 
negligence, I do not think you aie entitled to recoup the loss If we once 
accept that punciple, then certainly the supplementary grant which we 
have to make at the end of the year will have to come all fiom the pockets 
of the big offieeis 

Chau man — I do not think we can take it -very much fuither than that. 
Money lost is an important factor, but it cannot be the only factoi The 
natuie of the punishment depends on a great many otliei factois apart 
fiom that 

Mi Joslii — My view is that the lecoveiy of the loss should not be 
emphasised at all If a man is negligent, you have youi remedies besides 
making him pay But to make him pay is a wrong punciple 

Chau man — We have been talking mainly of embezzlements We 
started this discussion on the question of security and security is against 
embezzlement , it is not against negligence 

Mr Sams. — Against both, loss to the Department 

Mi Rangaswami Iyengai — I have come across cases m which there 
has been inequality of tieatment In a case where a small sum should 
have been lecoveied a veiy heavy 'sum was lecouped and wee versa If 
it were a private man he vould refuse and go to the court You should 
not recovei sums because you are m a position of supeiionty, while m 
point of law he may not be liable I am only asking whether there are 
any principles by which you are guided m these matters 

Mi Sams — Any inequality like that can be, and is, adjusted on appeal. 
If a man thinks that he has been unjustly treated or that the order is 
harsh, he can, and always does, appeal The order is very often moderated. 
I fancy it is extremely difficult to lay down actual principles in writing 
the result of which, I think, would probably lead to more "hardships than 
the piesent system 

83 Mi Rangaswami Iyengar — Do you take, for instance, legal advice 
or opinion as to the extent of liability of the man involved ? 

Mi Badenoch. — Sometimes legal liability has no relation at all to 
culpability 

84 Mr B Das — Government have one system of recovery for all other 
Departments such as the Railways, and another for the Postal Department. 

HI 64Fin 
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Oases sometimes go up to the Secretary of State, but the Secretary of State 
has no p^ver to recover any money from the official concerned, -while in 
fhP nostal department, the officers always recover money which has been 

the sman p° stai staff - Government °^ ht 

to equalise treatment to all Departments 

Chav yuan — It is undesirable to attempt to have an absolutely rigid 
general rule applying all round Aftei all m cases of this sort, the 
efficiency of the Department, the rights of the public, the interests of the 
tax-payer, consideiations of equity and justice aie to be consideied, but the 
actual method of applying those differ fiom case to case and fiom depart- 
ment to department 

85 Mi B Das — The point is that m the Postal Department very 
strict rules aie applied, whereas m other Departments no rules exist 

Chatt man — Does the Auditoi General agree with that statement 1 


Si) F Gauntlett — No This question of disciplmaiy action is one 
which affects eveiy Depaitment of Government and there is generally a 
consensus of disciplinary action In my letter this year, I have pointed 
out that in Bombay they are lather lenient with regard to Public Works 
and Forests That comment may apply to many places , but the general 
tendency is that there is an increasing strictness of disciplinary action 
throughout India I do not think I should at all say that there is more 
disciplinary action m the Posts and Telegraphs Department than m any 
other Depaitment A number of cases anse because the numbei of indi- 
vidual transactions is so enoimous 


8C Chav man — I think we have discussed this subject far enough. 
What conclusion, Mr Rangaswami Iyengar, do you desne the Committee 
to arrive at ® 


Mi Josh — If these lecoveiies are m the nature of a fine, then certain- 
ly certain principles as defined m the English Acts can he defined here 
also If industrial undertakings are regulated by ceitam rules, then 
certainly Government servants’ fines can also be legulated by certain rules. 

Mr Rangaswami Iyengar — I should be eontent if Mr Sams will under- 
take to examine and see whether any general rule can be applied 

Chau man I undei stand really that the view of the Committee is 
that they desne that the Government should examine more fully and place 
before the next Public Accounts Committee some more detailed statement 
as to the lecoveiies 


-You mean the Government of India as a whole 


Mu Sams- 

/inoi } ll an T be Govennnent of India as a whole. You cannot possibly 
deal with the post offices only and exclude other Depaitmeuts 


Faiagraph 20 of the Resolution 

entirely 'dLfSYw.Y ot the yea1 ' we tope t,lat tlle esoess wlU 

the baffle aTC been ie5tl,ot,n S the recimtment now and 

to wipe it out altoWei S %a^rthfanteipati„n 1<l °' ^ We t0pe 

extensiofof ttrStanedtoToffleTs 0 ? 311 y °" ““ “ anytll “ e about tIl<5 
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Mr Sams. — That is gradually being done as opportunity offers. It is 
not much good hurrying with it so long as we have got a surplus 

80 Mi Joshi — This delay m the reduction of the number of tele- 
graphists was due to the agreements which were enteied into by your 
Department with certain schools Is it not so ? 

Mi Sams — We have about a half a dozen schools It was at one time 
thought that we could get a better class of recruits if w r e got them from 
these schools and trained them during the couise of their career The 
agreements aie still m force We can terminate them only by giving 
a year’s notice That question is still under consideration 

Ifi Joshi — So these agieements have prevented you from reducing 
the number of the telegiaphists ? 

M) gains — We had to get a certain number of them I think the 
n ombei came to about 70 fiom these schools and that lathei retarded the 
wiping out of the surplus 

Mr. Bangaswanu Iyengai — Are you still having under consideration 
the question of putting an end to this piactice of terminating the agree- 
ment by a yeai ’s notice ? 

Mi Sams — That is still undei consideration I may say that against 
these 70 boj’s leciuited flora these schools we have wastage of about 180 
so that obviously the suiplus is giadually being wiped out 

90 Mi B Das — Has anv attempt been made to give postal clerks 
moie training m signalling so that you can have more combined post 
offices ? 

Mr Sams — They have alieady had reiy adequate training m tele- 
graphy and directty we decide to conveit a post office into a combined office 
we get the equipped staff 

91 Chan man — Befoie w T e come to the Audit and Appropriation 
liepoit, theie aie one or two Appendices which we might consider In 
Appendix Y there is a question of large outstandings against post offices 
for payment to contractors 

Mi. Badenoch — This comes up noimally m connection wnth the report 
itself It is only a fuithei explanation of the repoit But there is the 
question of how the commercial departments against whose finances 
stationeiy and printing is debited can check the debit igtes 

92 Sn Freclenc Gauiiilcit — It was suggested in the couise of the 
discussion that the Accountant Geneial was piimanly responsible for 
checking that the leceipts that came into his depaitment w r ere coirect I 
have pointed out m the memorandum that I have an officei wrarlung 
dueetly undei me wdio is solely concerned with the check of press accounts 
If the principle is accepted that each Accountant General is responsible 
for seeing that the leceipts and the debits aie collect, it would mean that 
each Accountant-General wrauld haae to send m to the stationery and 
printing offices the individual cleiks who can check the books That will 
have to be done at the end of the year Theie would be very great con- 
fusion I have a staff always voikmg m the pi ess offices which is entirely 
■working under me, and it wrauld be a veiy much simpler plan to impose 
upon me the duty of seeing that the debits and credits passed on from the 
presses to the various Departments are correct 
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Chairman— Is there any objection to the proposal as compared with 
the one put forward before the Committee last year 

" ' ft, Fudenc Gauntleit-1 have bi ought up this proposal m order to 
tlip practical difficulties which would anse fiorn the acceptance of 
the principle 5 that was then suggested , and seeing that the Committee is 
inclined to favour that principle, this memoiandum is presented to it for 

consider at-on 

Mi Joshi Will the vanous Departments accept 11ns arrangement 0 

93 Chav man — Does it mean extra expenditure 1 


ft, Fiedeuc Gaunilett — It would mean much less expenditure than 
if Mi Badenoch entu tamed a separate staff to check it and the Account- 
ant Geneial Railways, had also a staff to check it This work can be done 
by a small addition to the aheady existing staff 

Chau man — The Committee is not concerned with the particular way 
in wdnek the lesults weie brought about, but that there should be some 
effective means of pie\entms mistakes of double entiy of this soit m the 
futuie You say that youi suggestion is the best to do it But would it 
involve extia expenditure and, if so, would it be a laige amount 1 


Su Fieclenc Gauntlett — I presume not Thcie is a check of 10 pel 
cent What w T e should do is that w r e should check the statements of debits 
and ei edits of the eommeicial departments and exercise a geneial check 
over the non-commercial derailments It might mean a couple of extia 
clerks 


94 Chav man — -You have coil’ 1 meed us that this particular method is 
the best and that there is no possibility of the system being woiked without 
extra expenditure so as to present the 1 eminence of such mistakes Youis 
is a proposal to put an exammei of pi ess accounts to pie* ent the possibility 
of mistakes arising But it might be possible to do- something inside the 
office of stationery and punting to prevent this soil of thing fiom hap- 
pening 

Mi Baclenoch — I have discussed this question at length with the Con- 
troller of Stationery and Punting and I hare made ceitam suggestions to 
him so that it w r ould he quite simple foi any department, to check against 
the job costs or the forms issued oi something like that But I have been 
assmed by him that it means a l evolution m ins ow r n aconnting system and 
a very much mci eased expenditure m the pi esses and m the department 
itself Personally, aftei liming discussed the case \eiv thoroughly with a 
n unber of peo-ple I think that Su Fiedenc Gauntlett ’s suggestion is the 
cheapest one 

Sir Frederic Gauntlett — It would require only a couple of clerks, blit 
might I suggest that if one deslies to continue tins discussion m detail on 

the lines you aie now embarking on, the Conti oiler is the person to be pre- 
senx 


Chau man I would suggest to the Committee that what we are con- 
cerned with is that w T e want lq pier ent these mistakes i emirring and it is 
no really worth our while wasting time on the actual method by which it 


has bZif^ enG timik 11 18 only fair to say that this subjec 

between the Controller and Mr Badenoch and thei 
be ween Mr Badenoch and myself certainly for a dozen hours We haw 
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tried to thresh it out as far as we possibly could without pressing upon the 
Conti oiler revolutionary changes 

95 Mr. Rangasivami lyen'gai — Do you think that it is a matter of 
such importance that the Committee itself should say that the necessary 
expenditure may be inclined or uould you prefer to leave it to be settled 
between yourself and the Finance Department ? 

Sir Fredenc Gaunileit — I think it is entirelv a question for settlement 
between myself and the Finance Department 

Chairman* — We should be content if steps aie taken to minimise the 
mistakes of the nature that have already crept m Now, we come to the 
Audit and Appropriation Report 

96 Mr Rangasivami Iyengai — In paragiaph 2 I see the statement 
made “ It has been decided that the most suitable place foi the exhibi- 
tion of the financial results of the woikmg of these departments is the 
Annual Report of the Dnector General, Posts and Telegraphs, and the 
Administration Report of the Indo-European Telegiaph Depaitment ” 
Why should it be so ? I think the report of the Accountant Geneial is 
the proper place wheie the financial results of the department should be 
set out 

Mi Badenoch — The reasons were that the Directoi Geneial ’s Ad- 
ministration Repoit pui ports to give the complete review, financial and 
admimstiative, of the Posts and Telegraphs Depaitment and it was con- 
sidered that the review would not be complete without the exhibition of the 
financial lesults In the Director General’s lepoit theie is no elaborate 
discussion of the lesults , there is only the exhibition of them I have 
made this remark leally as a feelei as to whethei the Public Accounts Com- 
mittee did desire a moie elaboiate discussion of the financial results m the 
Appiopnation Repoit 

Mr Joshi — I think the Public Accounts Committee is really the only 
place wheie the financial results could be discussed because the Dnector 
General’s lepoit is not discussed m any committee 

97 Chan man — What do you mean by exhibiting the financial results 
more fully ? 

Mr Badenoch. — I mean by it the balance sheet and the various state- 
ments working up to the piofit and loss account Aftei all, the only thing 
I give here is a brief summary of the capital, a brief statement of the profit 
and loss account and a very brief discussion of it and an examination — 
also veiy buef — of the leeeipts and expenditure , but the whole thing is not 
elaborate 

Chairman. — It seems to seive the purpose of the Public Accounts Com- 
mittee I am not quite suie what you mean by a moie detailed exhibition 
of the financial lesults ? 

Sn Fredenc Gauntlett — The leal question is, as Mr Badenoch has 
pointed out, that theie is already a presentation m the Administration 
Report He has thought fit m the exeiewe of his disci etion to include a 
summary m this repoit and he asks the Public Accounts Committee whether 
it desires that such a summaiy should be presented I am sure the opinion 
is emphatically m its favoui 

Chairman — It seems to me to be just about right , 
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Mr JosH— I am quite satisfied with what is given here. 

Mr. Badenoch. — I made that remark merely to get the sanction for the 
system which I should adopt 

Mr Rangasivami Iyengau- If you tlnnk that the particular aie in- 
adequate, you are certainly entitled to elaborate them 

Chaw man The Member of the Committee are not interested m the 

elaborate details of the administration , they are interested m seeing the 
general financial results of the post office and that is what you have clone 

Paragi aph K 


o of ihe Rcpoit 


98 ill) Code.— I think this is a paragraph which might possibly be 
amplified m the futuie so as to give us a little more idea as to where this 
capital outlay has come from during the year 

Mi Badenoch . — It is possible 


Chav man —We have got the details later 

99 Mr. Joshi —1 would like to get some clear idea as to what items are 
charged to capital outlay and what aie charged to levenue 

Mr Sams — The capital charged to revenue is the mail vans and postal 
buildings 

100 Mr Josh — Why should mail vans be charged to revenue ? They 
are not small ai tides ** 


Chav man — Fiom the point of view of the postal revenue, the whole 
is capital From the point of view of the revenues of the Government of 
India, some part of it is borrowed and some taken fiom tbe revenue. That 
is the distinction 


Mr. Rangasivami Iyengar — It is a permanent asset just like the rolling 
stock of the railways 

Chairman . — This is an old standing division It is not a new thing 

Mr. Badenoch — I think these were charged to revenue before 

Chairman . — From the point of view of post office we have introduced 
a distinction We have simply continued the practice that was m existence 
at the time, of boi rowing for the purpose of telegiaph and telephone build- 
ings ancl not borrowing for the purposes of postal buildings and other 
things 


Mr Badenoch — I think the reason for charging postal buildings and 
the railway vans to capital met from revenue is that previously as far as 
I recollect there was no capital account foi the post office at all , the whole 
post office was chaiged to revenue 


Chan man —I was dealing at the moment mainly with the simple qnes- 
tion of the railway mail vans J have aigued it moie than once m the 
Assembly The mipoitant point to remember is that if you want to keep 

\ r< ™, con ' r °-l over the expenditure that is incurred during the year, you 
should keep it inside the budget ° J y 


SoJrnmfi' f -Wlmt I desne to know Js that if the 
6~e° n t “riX t almg mth the oaprtal and iecran? of Z 
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Chairman. — It 'would be perfectly simple, so far as tlie Government 
of India aie concerned, if they liad not to borrow tbe money at all I 
believe that you will find that a large number of Indian States spend tbeir 
capital expenditure or a gieat deal ot it out of revenue It is quite a com- 
mon practice When you bave got sucb an enormous capital pi ogi amine 
sucb as is involved m railways, it is quite natural that you should go m 
for bon owing Tbe question bow much you should boirow for a particular 
thing or not borrow at all is a question of geneial finance 

102 Mi Rangaswami Iyengai — •'What I am saying is that if you are 
going to carry it out you should carry it out logically even in the case of 
general levenues I think theie is a good deal yet to be done m the general 
account* to separate what is really the capital expenditure fiom the re- 
venue expenditure so that we may have a proper view of the position of our 
finances 

Chau man. — The answer is quite simple It is peifectly possible to go 
in for capital expendituie eithei by means of borrowing or out of re- 
venues The fact that you treat something from the point of view of the 
commercial department as capital expenditure does not m any way in- 
volve the logical consequence that you must borrow for it lather than find 
it out of revenue That is entirely a question of general finance The 
question of borrowing does not arise so much on the Postal account as it 
does on the geneial account 

Sir Fi edenc Gauntlett. — The answer to Mr Rangaswami Ivengai s 
question is that this question of gradually increasing the differentiation 
between capital and revenue within the general account is a question which 
is being answered every day, foi steps are being taken m that direction 
every day, though much more m the case of the Provinces than m the 
Cential Government 

Chau man — The point ongmally raised was that because a thing is 
capital you must necessanly borrow for it 

Mr Rangaswami Iyengar. — I am not suggesting that 

Mr Joshi, — It is more equitable to boirow 

Chau man — Not necessarily At any rate, so far as this particular 
account is concerned, the question does not arise 

Su Fredeuc Gauntlett — I would only suggest that if the money is 
being found from levenue and not from loan funds it adds a very elaborate 
and almost unnecessary phase to the accounts if it is shown as capital 
expendituie met from revenue when m fact it is all so met 

Paiagiaph 7 — Piofit and Loss Account 

103 Mr. Joshi. — The Postal Branch have a saving of 48 lakhs now, 
and on the whole theie is 13 lakhs of surplus, why don’t you reduce the 
postal rates ? 

Mr. Rangaswami Iyengar — So far as this 48 lakhs is concerned, it is 
subject to certain deductions 

Chau man — What is your estimated surplus on the Postal account only 
for the curr°nt year ? 


P 
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Mr. Sams.— 8 lakhs. 

„ , oal fio-iirp then comes to about 30 lakhs and you have 

— e the o£ postal 

and telegraph servants everywhere, Mi Josln 


Mu Joshi — That is only a small sum 

Chairman — No, it is something like 20 lakhs 

Mr Josh. Besides the 48 lakhs there is another 16 lakhs m pension- 

ary charges 

Chairman —We will take that separately 

M „ Sams —This figure does not include interdepartmental cliaiges. 
The profit on the Post Office is really much less than is shown 

Sir Frederic Gauntlett.— It will be moie easy to assess the result when 
all these adjustments have been finally determined 

' Chan man —Though Mi Joshi’s question is a very intei estmg one it 
is not a public accounts question 

Mr Josh. —I raise it from the point of view of economy 


104 Chairman.— Mr Sams, I see it stated that the Departmental 
Officers can best explain the loss On telephones ” 

Mr. Sams — Well, the telephone svstcm is moie or less m its infancy 
It is a question of putting down plant and lines m older to leap a benefit 
later on We have opened many new systems and we hope that we shall 
reap the benefit shortly 


105 Mi Iiangasivami Iycngai — You have noticed, Mi Sams, the fact 
that there has been a good deal of laxity m the collection of telephone 
charges 


Mr. Sams — That is explained m detail later on 

106 Mr. Joshi — You refer to the question of policy "What is this 
policy, is it military policy, commeieial policy oi what ? 

Mi Badejioch — I refer to the opening of two particular trunk lines — 
the Delhi-Bombay and the Delhi-Calcutta lines — which have been opened 
They aie not expected to pay They veie opened merely foi what you 
may call pioneer or expei imental purposes 


Mr Sams May I explain that the actual whes ueie alieady there 
for telegiaph pui poses We weie able ovmg to the knowledge of our 
engineers to utilise those lines for telephones by the simple expedient of 
putting m lep eaters and the cost came to about Ks 25,000 So that we were 
really getting trunk telephone- communication between Delhi and Calcutta 
ana Delhi and Bombay for a compaiatively small outlay 

107 Chairman — Do you endorse Mr Badenocb’s statement that those 
lines can never pay ? 


8ams - 1 ? ould not llk ® to say that, Sil At present I do not 
m Wk ' ng as tliey P robab ly <to m the near future , but 

S nn f th e s ™ a11 amount we have spent on them, I think it is a per- 

Sib fe ?^ Tla i l T lllg t0 d ? t0 trr t0 open theqo llnes tor the benefit of the 
public , and also I must admit there is a certain amount of adveitisement 


e 
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308 Chairman. — Do you anywheie publish the commercial results of 
particular lines siicli as the Delhi-Bombay or the Delhi- Calcutta trunk 
line 7 

Mi Badenoch — -No 

Chan man — Would it be possible to do so 7 

Mr Badenoch — I think i\e can if it as lequued 

Chan man — I do not necessarily mean those two particular lines, but 
I mean something that would be illuminating m regard to what the real 
purpose of telephone policy is 

108-A Mr. Rangaswann Iyengar - — I took Mr Sams to say that the cost 
of setting up these trunk lines between Delhi and Calcutta and Delhi and 
Bombay was Rs 25,000 each , and the sole question is whether you derive 
enough profit over the extia capital or not 

Mr Sams. — I would not like that taken as an absolutely correct state- 
ment but I know it is a fanly small sum 

109 Mr B Das — I would just remind Mi Sams that a year or two 
ago I asked m the Assembly some questions as to how much the telephone 
system m the smaller towns m India and how much the trunk system are 
costing In the small towns it Is only foi the District Magistrate and the 
Police Officer that the telephone system ls installed Why charge it to 
the Postal Department when the Postal Department itself is mn at a loss 7 
I do not refer to Calcutta and Bombay but small towns m the interior 

Mr Sams — We only put down exchanges ip towns where there is a 
reasonable piospect of the telephone habit increasing It geneially begins 
with the District Magistiate, the Superintendent of Police and othei Gov- 
ernment Officers, and sometimes nor even they want them I have had 
myself to write personally to the Distuct Magistrate and ask him to help 
us m getting Ins people to take telephones 

Chairman — Your policy realy is to develop the telephone habit 7 

Mi Sams — Yes , obviously we do not wish to put down telephones 
where there is no possibility of their ei ei paying 

110 Mr Cocke — Do these Departments, like the Police, that use the 
telephone pay 7 

ilf" Sams — Yes 

Sn F. Gauwtlett — I only wish to make one statement m reply to Mr. 
Rangaswami Iyengar’s question The Rs 25,000 is not the sole cost 
of these trunk lines The Telephone Depaitment is ehaiged with rental 
paid for the use of the lines m addition to the new cost 

111 Chairman — Is it possible within a few days to give us a state- 
ment of profit and loss showing the profit or loss on individual trunk sys- 
tems 7 

Mr Badenoch — Not m a few days it is a very elaborate piece of 
work 

Sn F Gannileit — It could probably be done m time for the next 
cold weathei session when questions might be asked 

112, Mr Jo sin — I would like to ask one moie question Is it not a 
wrong policy for the Postal Department to hand over telephone system 
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-which are paying to private companies and to retain the losing lines « 


In 


•wlnoli are paying to private wuipum® ™ o — 

Bombay, for example, you have banded it ovei to a piivate company where 


Mi. By an ) — That is not quite tbe case Fox instance, m Calcutta 
wheie we have a very remunerative exchange, tbe private company bas 
been very anxious to get that, and *we have ofteied to sell it for a commer- 
dal figure which is about tlnee times its capital cost 

313 Mi Joshi — Have you not recently renewed the Bombay tele- 
phone conti act 9 

Mu Ryan.— Yes, that is entnely a company system There was a 
small Government system made ovei a little befoie my time but certainly 
we have not followed that principle m tbe case of Calcutta 


114 Chav man — What we aie leallv on now is tbe question of tbe 
Government’s telephone policy Has any statement been made m your 
Admmistiation Repoit or anywhere else generally setting out what is tbe 
Government’s telephone policy 9 

Mr Bams — 1 do not leeollect any definite statement 


Mr Badenoch . — I may point out that tbe receipts from telephone 
tr unks are going np by leaps and bounds every year , but as to paiticular 
trunks bke tbe Delhi-Calcutta trunk and tbe Delhi-Bombay trunk, I am 
doubtful whether they will ever be able to ehaige a commercial rate. As 
regards the geneial tiunk policy, theie is no doubt at all that it is a pro- 
fitable policy and there is great development on these tranks , tbe receipts 
are growing rapidly 


115 Chairman — Without going into any elaborate details such as 
bave been suggested just now, would it be possible for you, Mr Sams, to 
put up a statement of Government’s telephone policy 9 

Mr Bams — Yes 


136 Mr Cocke . — With leference to paiagrapb 8, this piofit and loss 
account is still very largely m a transition stage There are three points 
mentioned m this paragraph', bunging down a profit of 48 lakhs to 37 
lakhs As xegai ds Stamps you will notice m tbe profit and loss account 
that full ci edit for stamps sold bas not been made owing to tbe fact that 
a very laige stock of stamps was taken over 3 years ago That is a point 
which will be set right m futuie accounts but it does occur to me that it 
might be set right m this account by means of a suspense account, so that 
we might be chaiged with tbe cost of stamps used 

Mu Badenoch — I raised tbe point that Stamp balances should be 
taken ovei to Suspense , but the Finance Department did not agiee 

Chav man , — Our point was to avoid fuitbei complications 

Mi Badenoch I do no-t think there would be any complications , I 
think it is quite simple 


Mu Cocke Might we bave that m tbe next statement then 9 

a C^man.-The tl(m lg tlmt tlns Wlll ultimately, I suppose, after 

cH ^ wo ’ w °rked off and tbe commercial account will then show 
tne exact position 


Badenoch The Department will probably bave some reserve fioin 
jear to year We can not estimate down to even the last lakh the amount 
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of stamps used m the year It would be much simpler to have the whole 
in the Suspense account 

Sir F Gaunflett — When the preliminary investigation was made I 
raised this question of bringing mto the account the liabilities at the begin-, 
mng and the end of the year, and it was recommended that except for 
stamps the figures would be compaiatively too small as to make it worth- 
while Messrs Pi ice Watei house and Co did think there should be a 
Suspense account m the case of Stamps 

Mr Rang as w cmn Iyengar — These stamps and any stock which will 
be taken on aie consumed over a numbei of yeais 9 

Sir F Gauntlctt. — It is true of course that if theie is a reasonably 
level flow of stamps into the account it is not necessary, but the incomings 
and outgoings will vary so much from yeai to yeai that m piactice it is 
preferable t'o> show this figuie separately, if possible, fiom the accounting 
point of mew 

Mr Rangasivami Iyengar — So far as this particular account is con- 
cerned, it is much more than can be consumed m a year 

Mr Badenoch . — That is an exceptional case and we cannot build a 
general case on it 

Chan man. — I think we may say that the Committee recommend that 
Government should reconsider the question of introducing a Suspense 
account for stamps 

Mr. Ryan. — The supply of stamps m India should make this question 
simpler 

Mr Badenoch — There is this consideration also, that we were asked 
last year to print more stamps than weie actually required for that year, 
partly to keep the Press going 

Chairman — It would be easiest to recommend that the Government 
should reconsider this question 

117 Mr Josh — May I raise one more general question as legards 
profits 9 At piesent profits are used to reduce capital or to reduce in- 
terest on capital Would it not be better if the profits were allowed to 
accumulate mto a Reserve, so that the rates might be reduced after some 
yeais 9 

Mi Sams — We shall have to wait a great number of years to produce 
enough interest from this Fund 

Mi. JoGu — We have this year 48 lakhs from the Post Office Next 
year may prove to be as good a year and we may get say aftei 3 years 150 
lakhs Then certainly we can make an experiment m the reduction of 
rates 

Chairman — You mean a Reserve Fund coi responding to the Railway 
Reserve Fund 

Mi J oshi — Yes 

Sir F Gauntlett — That is now being used to wipe off an annual 
payment of interest 

Chairman, — It may be a comparatively slow process but it has the 
same effect One question is whether the Post Office can be taken 
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separately, but even leaving that question aside, you are not going to get 
an accumulation m the region of a croie for a good many years and even 
then you cannot thereupon make a 1 eduction , you are not leally l^sti d 
m making a reduction unless you foresee that at the end the Post Office 
will be making no loss on the new rates It is really only the interest on 
the capital that is available for a permanent current reduction of lates 

Mi Joshi — If you do not put the surplus into general revenues you 
might have a large enough surplus for a reduction m the rates 

Chairman — It will be a very long time before you have a very large 
suiphis 

Mr Sams — It would be very difficult to have an experimental rate 


Chairman — You cannot reduce rates if you are going to make the 
Post and Telegraphs a concern that pays its way , you cannot reduce 
rates unless you have a reasonable prospect of the new rates themselves 
paying their way m a very reasonably short time A guarantee fund is 
only useful for covering the fust year’s additional loss 

Mi Sams — We shall probably lose a eioie m a year, so the savings of 
4 yeais would be absorbed m a single ycai 


Mr Cocke — You are going to call on that crore to spend say 20 lakhs 
a yeai That would mean 5 years 

Mr Joshi lef erred to the case of the Railways 

Chan man — The Railways are aiming at the accumulation of a 
really laige reserve I do not think it would be desirable that the Post 
Office should aim at the accumulation of a large i eserve of 5 oi 10 crores 

Mr Joshi — What will it do with its reseive 9 


Chairman — It is immediately applied m cutting down its capital and 
mci easing the net profit, if there is one, on existing rates, making the 
hope of a reduction of rates, if theie is one, neaier 

Mi Badenoch — We do not actually reduce the capital account but 
we get a rebate on the profits we make 

Mr Joshi — Until somebody else makes any suggestion for the i educ- 
tion of rates, I think my proposal is the only way 

Chan man —And my suggestion to you is that it is not a way unless 
there is a reasonable prospect of the reduced rates paying tlieir way 

Mr Joshi — How can that leasonable piospect be ascertained if your 
minimum is going to be a crore 9 

Chairman — I agiee with you and the conclusion is that you cannot 
reduce the rates 


Mi 

sidered 


Joshi This question of a Reserve Fund I think should be con- 


118 Mr Bangasivami Iyengar —This year, for instance, we have 

■Jlr-pl 1 les b ec °t this 48 lakhs something m the nature of non-recurring 

wmdfal?Q C1U 5 d ° n accomrfc of faulty accounting and some adventitious 

oL Su P? mg 7 0u get some such profits m the course of your 
postal administration due to savings that you make or receipts that you 
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get, not m the normal course but something extraordinary, should you not 
put it into a separate Fund for vanous purposes 9 i 

Mr Badenoch — We are opening a head m the Capital accounts for 
extraordinary receipts which we aie utilising m exactly the same way, 
that is, to obtain a rebate of interest 

Chau man — Practically you are wilting down your capital account, 
only it does not take that form m accounting because you don’t want to 
destioy youi block account from the point of view of depreciation The 
effect is that you save interest on the amount m your Reserve Fund 
equivalent to the amount that you pay on the capital 

Mi Rangasivami Iyengai — But Mr Joshi’s point I think ought to 
be emphasised You do 1 educe the to Lai amount of expendituie and 
liability foi the postal revenue by going on year aftei yeai m this way , 
but what we say is the first claim upon any saving or piofit that accrues 
to the Postal administration should be that of a 1 eduction m postal lates, 
whereas the steps you aie now taking masks that On the other hand, 
if 3 ou have a sepaiate Fund, it will show how much you have made m the 
P o^t Office and whethei as a mattei of fact you can reduce the lates 

Chau man — The fact that the Post Office expendituie is reduced leads 
to an increase m the suiplus that is shown m the estimate and ultimately 
m the accounts of that year The question how you should use such a 
surplus is exactly the same whether it is a Reserve Fund or whether it 
appears m that foim If we use it to mciease postal facilities, to increase 
the emoluments of some of youi low paid offieeis, 01 to reduce your rates, 
it is exactly the same question whether it is m the foirn of a Reserve Fund 
or whethei it is m the form of interest 

Mr Badenoch — We keep a pio foima account which I can perfectly 
well give As a mattei of fact I have to do it 

119 Mr Cocke — We ought to have a balance sheet, ought we not 9 

Mi Badenoch — We have a balance sheet 

120 8u F Gauntlett — I think theie is a point of general importance, 
and that is, if this idea is pressed to its logical conclusion it would mean 
an almost complete separation of telegiaphs and telephones and those 
would have to be regaided as unproductive commercial departments and 
they would have to stait then own sinking funds 

Chau man — I was speaking all the time of the combined suiplus 

Su F. Gauntlett — I think Mr Joshi was speaking of the postal sur- 
plus only 

M? Das — May I point out that the telephone and radio telegiaph 
are moie for the use Of the civil administration and the militaiy than 
others 9 

Chau man — It is not quite true I was inquiring about telephones 
because we have not had any statement about the telephone policy , as 
regards radio-telegiaph we have 

Mr Sams — A scheme has been put forward to show the accounts 
separately As regards ladio-telegraphs, we have to get some ci edits from 
other departments for the sei vices rendered by the radio-telegraph 
department 
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Chairman —I think it is possible that after a certain number of years 
the telephone system will be a paying system and yon may then be sorry 
that yon have given away the possibility of using telephone receipts in 
reduction of rates (laughter) 

Paragraph 9 of the Report 

121 Mt Jo slu —The charges for Direction under Telegraphs is pro- 
portionately more than m the case of the Post Office, though the telegraph 
revenue is much less Will you kindly explain ? 

Mr Sams — Theie are about the same number of officers — perhaps 
the Post Office has slightly more officers , but they do not get the same 
high pay 

Chau man —Why should the charge for Direction be the same when 
the telegraph levenue is only about one-third of the postal revenue * 

Mi Sams — On the telegraph side you have the telegraph traffic, 
engineering and the wireless , you have three branches of highly paid 
officers 

Mi Joslu — Does it not show some room for economy there ? 

Mr Badenoch — I suggest, Sir, that telegraphs always has to carry 
a highly paid engineering staff In every countiy it is a losing concern, 
very largely because of its heavy over-head charges We have got a 
heavier expert staff m proportion to the number Another point is that 
the telegraph receipts just now are abnormally low owing to a slump in 
telegrams 

122 Chau man — You regard that as an abnormal feature ? 

Mr Badenoch — There is a distinct reduction m telegraph revenue 
within the last two or three years 

Chau man — Would not that be continuous 9 

Mr Badenoch — I think it is temporal y , it is on the up-grade already ; 
this year it is showing a slight impiovement 

123 Chau man — With lefeience to the last sentence m paiagraph. 
9 (i), is there any special leason for increase undei money oiders and 
British postal oideis ? 

Mr Sams I think theie is no special leason except the ordinary 
general expansion of business 

124 Mi Jo slu is it not a fact that eompaied to the ordinary postal 

rates your money order rates aie smallei and theiefoie you are leaping 
better levenue ? L & 

» Sams —On the conti aiy, we laised the money older minimum 

from Rs o to Rs 10 

m G_h.au man When you speak of post office levenue, you include 

money order lecerpts, I suppose 9 ’ 

Mi Sams — Yes, rather 

126 Chairman — Is it a lucrative portion * 

Mr. Sams — Yes, very. 
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127 — Chairman , — It is the money orders really that are lucrative ? 

Mr Sams — No , the letter rate pays its way Parcels probably do 
not , it is very difficult to say , but money orders do pay and insurance 
also does 

128 Mi B Das — May I inquire if Government allow anything to 
the Savings Bank of the Post Office 9 

Chan man — Yes 

129 Sn F Gauntlett — I would like to call attention to the bottom 

of page 5 where it says ‘ ‘ The total profits on exchange amounted to a sum 
of Rs 16 lakhs At present these profits on exchange* are m the 

nature of a windfall to the Telegiaph Branch and must be taken into 
account when considering its financial condition ” That means that ill 
future the deficit m that Bianch will be mci eased 9 

Mi Sams — Of course we have had to i educe it from the 1st July this 

year 

130 Chan man — How much does that amount to 9 

Mr. Badenoch — It is calculated at 11 lakhs this year 

Chan man — Are they leal profits 9 

Mr Badenoch — I tued to isolate them , they aie all leal profits "We 
collected at Is 4 d and when we settled with outside administrations we 
did it at Is 6d 

Sir F Gauntlett — I think really the Post Office administration is to > 
be congratulated , for some two or tlnee years it has been able to get 
Rs 16 lakhs out of othei governments 

131 Chairman — What is the fall m telegraph traffic due to 9 

Mr Sams — Due really to trade depression more than anything else ; 
a trade depression affects the telegraphs much more than it does the post 
office because while firms still continue to send out circulais, etc , the 
telegraph traffic falls , it is more sensitive to trade depression 

Mr Badenoch — Also to troubles m China , we lose all our transit 
charges for telegrams passing fiom China through India 

132 Mr Code — The telephone revenue seems to have had a small 
increase m these two yeais , I suppose it has gone up since 9 

Mi Badenoch — Yes , the forecast for 1927-28 is good too 

Chan man — It actually shows a piofit on the telephones 9 

Mi Ryan — No , a small loss 

Paiagraph 10 of the Repoit 

133 Mi Joshi — Are these ‘wasting assets’ different from other 
assets' 9 

Mi Badenoch — No , it is a term used foi our assets 

134 Mr. Joshi. — You charge 31 lakhs to the working expenses on 
that account 9 

Mr Badenoch — This is the contribution from working expenses into 
the depreciation fund 
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135 Chairman —Regarding pensionary liability m (ii), have you 
anything to add ? 

Mi Ryan — That o£ course is an assumed figure, Sir There is some 
doubt whether it has been assumed high enough, but we have initiated 
an actuarial investigation to see what the real figure ought to be But I 
am aft aid it will be some consideiable time before any i esults are pioduced , 
we have not made very much headway with it yet 

136 Chan mam — Your mew is that it is on the low side 1 

Mi Ryan— It has been suggested so, but it is very difficult to aigue 
with anj r confidence 

Mi Coclc — Is the actuaiial calculation made by the Government of 
India Actual} 9 

Mi Ryan — The Government actual y has indicated the paiticular 
hinds of information that he requnes m oidei to make a calculation We 
are now endeavouimg to collect the mfoimation he wants I cannot say 
that we have got veiy fai with it up to date, but we aie pushing on as fast 
as we can, though I must say I am veiy doubtful wliethci it can be done 
m time foi the next budget 

Svi F Gannilett — The difficulty is m tianslatmg the needs of the 
Actuaiy into words that a eleik on Rs 50 oi 60 can understand 

Mi Ryan — We have a particularly good man wanking on this 30 b 

Sir F Gauntlctt — It is a matter of exceeding nnpoitance. 

Paiagiaph 11 of the Repoit 

137 Mi Josh — -Why weie the bills not recovered • What was the 
difficulty 

M) Sams — Foi one thing, until recently the recovery of the bills was 
done by the divisional engmeei He had not got the propel staff all the 
time to look aftei the business at the rate at winch it was expanding. 
Recently a telephone accounting office wrns opened at Delhi which under- 
took the whole of this business It was also ai ranged m oidei to facilitate 
matteis that the telephone bills could be paid into the post office , this 
system has now been extended and similar offices have been opened at 
Calcutta 

138 Mi Josh — Are these bills monthly or quarterly ? 

Mi Sams — Quarterly, I think 

Mi Badenoch — It depends on the choice of the particular subsenber, 
sometimes they pay annually , sometimes quarterly 

139 Chan man — He pays a fixed contribution 111 advance as a 
subscriber 5 

Mi Badenoch — He has got to pay a fixed quarterly amount rn 
advance But m regard to trunk calls, there was no deposit taken before , 
but Government have now decided that a deposit should be taken in 
regard to trunk calls Formerly people took trunk calls and never paid 

140 Mi Rangaswami Iyengar— On this question of general over- 
's rOarl* 1 ^ k ave V ° U ^* een ma ^ m ° ^ m P reductions m the budget estimates 
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Mr Ryan — Not regularly , that system was introduced, I think, two 
years ago on rather a small scale, but it has been gradually extended. 
In the budget for this year, very considerable lump reductions have been 
made — over Rs 25 lakhs under revenue and Rs 7 lakhs under Capital 

141 Mr Raiigasivami Iyengar. — What is your explanation that in 
spite of this you have been over-estimating your requirements 0 

Mr Sams — My explanation is this that the engineers are optimistic 
about getting works done and pessimistic about not having enough money 
to spend , they over-estimate both They find that owing to cncumstances 
over which they sometimes have eontiol and sometimes not, they are not 
able to woik out to the full giant , some are unduly anxious and do not 
spend enough money m the eailier part of the year — until the first nine 
months of the year are over — and then they hold out m case something 
crops up and they find that it does not 

142 Mi A Raiigasivami Iyengat — We have been noticing this for 
the past three years and commenting upon it , we want to know what 
steps you have taken to scrutinise the estimates and see that «this kind of 
thing does not occur 

Mr Sams — One very important step is the formation of a budget 
branch in my office under Mi. Coburn, where they carefully scrutinise 
estimates sent m by the circle officers and reduce them m the light of 
experience. 

Mi Rangaswatm Iyengar — Still the ovei -estimating goes on 9 

Mi. Sams — It has impioved veiy much , you will find a great im- 
provement this year m this lespect , it has come down from about 50 per 
cent to about 12 per cent 

142-A Mr Cocke — What is the explanation about this difference 
between Rs 53 lakhs and Rs 66 lakhs 9 

Mr Sams — Rs 66 laklis was calculated on the gioss outlay as shown 
in the Finance and Re-venue Accounts Later on m the 1st edition of the 
x budget, the Accountant-General i educed the figuie fiom 66 to 53 lakhs 
based on the variation of the assets ceitified to be existing on the 31st 
March 1924 less depreciation on the whole outlay up to this date But 
as the valuation report had not then been submitted, it was decided by 
the Finance Depaitment to let the ongmal figuie stand 

Chan man — The trouble was, I suppose, that there was really extia- 
ordmanly little to go on 0 

Mr Sams — Very little, indeed 

Chant man — Am I right m saying that there was an earlier history 
still, and that 66 lakhs was accepted after all sorts of othei figuies had 
been suggested 9 

Mr, Ryan — Tlieie was a great deal of discussion at the time and the 
Finance Depanment considered whether they would be justified m 
taking the Accountant-General’s estimate based on the revaluation or 
rather on the valuation v r hich is based entirely on what exists , they 
decided that they would not change the figure until they knew where they 
were 

HI 64Fm 
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Chairman — The ultimate difference was 7 lakhs — 53 was not the 
final figure The Audit report says it was partly owing to the failure 
of the Depaitment to work up to its programme of works ? 

Mi Badenoch —There was a veiy big capital piogiamme m that year, 
and 53 included the interest on that progiamme 


Paragraphs 12 to 15 of the Report 

143 Sir F Gauntlett — These paragraphs aie concerned with the 
form of accounts , and I think all that need be said about it is suggested 
m paiagraph 9 of my lettei I think it will be sufficient if the Public 
Accounts Committee endoise the view 7 that the fundamental basis for all 
the diffeient accounts that have to be prepared and the demands, should 
be the scheme of organization and conti ol m the Posts and Telegiaphs 
Depaitment 

Chairman — After reading this through I am not ically epufe clear 
what the AScountant-Geneial was driving at What is the form of the 
demand foi giant m the budget of the cuiient year 0 Will that be m 
a form which you, Mi Badenoch, could audit Could you piesent your 
appropriation leport following the ioim of the cm lent year’s budget " 

Mr Badenoch — Yes, piovided Finance Depaitment agiee to a com- 
plete alteiation m the primal y units which has been accepted hitherto 

Chairman — Is that a change which you desire 1 


Mr Badenoch — Ceitamlv , that has now been piovided for Finance 
Department have accepted the pioposal foi levision But pieviously, in 
1925-26 theie was absolutely no conespondenee between the pnmary units 
and the budget oi the accounts 


144 Chairman — That was almost inevitable m the cu cumstances 
in which commercial account-s w r ere mtiodueed 9 

Mr Badenoch — Almost inevitable As a mattei of fact I think that 
that particular fault has always existed m the Posts and Telegiaphs 
Department With the paiticulai primal y units — pay of officeis, pay 
of establishment, etc, it was very difficult for the Dnector General to 
see the progress of expenditure fioin the accounts submitted to him with- 
out his office completely recasting those accounts m the form of pnmary 
units 

145 Chan man —Mr Ryan, aie you m agreement with the Auditor 
General on this point ? 


Mr Ryan — Absolutely, Sir 


146 Chan man Have you consulted the ordinary branch of the 
Finance Depaitment * 


Mi Ryan —Of couise this all turns on what Mr 
the recasting of the primary units— the ordinary 


Badenoch says about 
branch has agreed 
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to the changes made I think we have gone a very long way to meet Mr. 
Badenoch 

Su F Gauntlett — I think the real point is that the primary nmts 
have to he brought within the scheme of oigamsation and control 

Paragraph 16 of the Report 

147 Mi Badenoch — I have tried to explain it at length m the Report 
I may say that m the manufacture of any article you have to get the raw 
material, the labour, the direct cost that can be dneetly allocated to the 
particular article In addition to these things we have got to calculate 
the cost of the office, the cost of adveitismg, the cost of management and 
othei overhead charges If you are going to sell youi produce m the 
market at cost price, you will obviously lose money You ought to have a 
system wheieby you distribute all the oveihead chaiges on the particular 
article manufactured and m a proper system by the addition of what you 
call the oncost percentage the price of your article will cover the whole of 
your oncost In the case of stores m workshops, we aie not selling our 
articles at all We try as far as possible to load on the oncost to the manu- 
factured articles The aggiegate of the peieentages of oncost loaded on to 
any aiticle manufactuied may not woik out to the total of the overhead 
charges With experience the unabsorbed oncost should get smaller and 
smaller 


Paragraph 18 of the Repoit 

Sir F Gauntlett — This is only explanatory of the difficulties of in- 
troducing a new system m its first year 

Paiagiaph 19 of the Repoit 

148 Mr Badenoch — I put this m because actually the policy m the 
department is directly contraiy to what has been laid down m the Public 
Accounts Committee’s Repoit of last yeai, but I have tried to show that 
it is almost inevitable when you aie mtioducmg an entirely new system 

Pai agraphs 20, 21 and 22 of the Report 

149 Mi Sams — We took the opportunity at a recent confeience of 
postal and engineering officers to haiangue these officers on the point, and 
I think Mr Ryan and I have between us managed to f lighten them 

Mr Ryan — I think they f lightened me I don’t think that we can 
bring about any reform by meiely haranguing officeis We pi escribed 
certain monthly forms and reports to be submitted by each head of circle, 
and these have not been coming m quite satisfactory We will have to 
keep them worrying about these 

150 Mi Cocke — Have you any inspecting officer who puts them 
✓ right 9 

Mi Ryan — It is simply a question of these officeis paying attention 
to questions of expenditure as compaied with -the giants But with the 
budget blanch that has been lecently foimed m the Dnector General’s 
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office I tlnuk it will be possible to bring much more scrutiny to bear on 
them 7 We have also quite recently harangued them 

Chairman, —You don’t think haranguing is sufficient punishment 1 
Do you think really that things can be set right by mere haranguing v 

Mr Ryan —We will tiy, but I am not very hopeful 

Mi Joshi Their attention may be drawn to the remarks of the 

Accountant General 

151 Chav man — Thjere is another point m ’the same paiagraph. 
Have you introduced a modification ? You piovide fixed charges on 
the basis of the average ’ 

Mr Ryan — Yes 

Paragraph 23 of the Report 

152 Mi Sams — I agree with the Accountant General, Posts and Tele- 
graphs, that the procedure should be followed 

Paragraph 26 of the Repot t. 

153 Sn F Gauntlett — I have a general comment to make on para- 
graphs 26 to 35 Theie were 12 cases lecorded, and six of these were 
earned out by responsible officials like postmasteis and sub-postmasters, 
while m four cases their negligence contributed indirectly 

Mi Sams — There are cases of slackers who do let us down but I don’t 
think you can say it as a geneial thing Usually most of them m charge 
have had some experience and they are very conscientious too 

154 Mi Cocke — What is the total number of postmasteis ? 

Mi Sams — The total number of head postmasteis is 250, and most 
of them have deputies undei them If you mean at head offices, I could 
not say off hand The numbei of head post offices is over 200 , w T e have 
something like 5,000 sub-post offices At most of the head offices there 
aie deputies If theie aie 220 head offices, theie are 220 deputy post- 
masters The numbei of sub-postmasters is veiy great, something m the 
neighbourhood of 5,000 

155 Mi Joshi — Hare you got a big guarantee fund ? 

Mi Sams — It has been abolished altogether 

156 Mi Cocke— May I ask what is the system of conti act that you 
aie going to introduce ? 

Mi Sams —The treasuiy work instead of being done by a postal 
official is usually riven to a contractor to whom we pay a subsidy for 
rannmg the treasury work He employs his own men He is something like 

Bengal 2 ^ 66 m & B&nk 1 know used to be done by the Bank of 

Mr Joshi — Do you take any security ? 

Mi . Sams — It is rather a big amount. 
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May I point out to Sir Frederic Gauntlett tliat sub-postmasters who 
are on a time-scale varying from Rs 35 to Rs 250 to Rs 350 

157 Chan man — Have you anything to say on the subject of inspec- 
tion, Mr Sams ? 

Mr Sains — According to the policy that we adopt, there should he 
two inspections The first is a thorough one m accordance with the long 
list of inspection questions which have to be answered, and the second one 
is as far as possible, m the nature of surprise visits to see that the oiders 
issued as a result of the first inspection are being carried out It is not 
an easy thing to pay surprise visits 

Mr Badenoch — My inspection staff found that postcards were sent 
round to sub-postoffices to say that the audit staff would arrive on such and 
such a day 


Paragraph 27 of the Repot t 

158 Mr Sams — The importance of the safe custody of leeeipt 
books of money orders, stamps and keys has always been nibbed into the 
postal officials, especially as regards keys, certainly once a year by drawing 
their special attention to this But even so we find postmasters who give 
up their keys to menials to open the safe 

Paragraph 29 of the Repot t 

\ 

159 Chairman — Has the adjustment of the balance been settled ? 

Mr. Badenoch — Yes The guarantee fund actually existed m 1925- 
26, and the balance was written off to the Guarantee fund 

Paragiaph 30 of the Report 

160 Mr Joshi — The Auditor General suggests that there should be 
rewards offered 

Mr Sams — In this particular case reward was given, and recently I 
have asked heads of circles to tiy and encourage people by recommending 
rewards 

161 Mr J oshi — This leads me to ask you whether it will not be pro- 
fitable if you ask some of the postmasters to give you suggestions as to 
how embezzlements could be prevented ? Because m mdustnal under- 
takings sometimes the managers of the concerns ask their workmen to make 
suggestions not only to pi event embezzelement but m seveial otliei matters 
Gould you not do something of that kind ? 

Mi Sams . — I key do make suggestions very frequently, and they are 
encouraged to make suggestions 

Mi Badenoch — As a matter of experience, I find that the method of 
frauds m the postal and telegraph depaitment is very steieotyped , in 
most cases the men follow well defined lines 

The Committee adjourned till 2-45 p.m. 
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Evidence taken at 
held on 


thp third meeting of the Public Accounts Committee 
Saturday, the 6th August 1927 at 3 p m. 


Present 

(1) The Hon’ble Sir Basil Blackett, KCB, K C S I , Chau man 

(2) H G Cocke, 

• (3) Maulvi Abdul Matin Chaudliury, 

(4) Mr B Das, 

(5) Mr. A Rangaswami Iyengar, 

(6) Maulvi Sayid Murtuza Sahib Bahadur, 

(7) Mi N M Joshi, 

(8) Mr G Saivotham Rao, 

(10) Mr A C Badenoch, Accountant General, Posts 

and Telegraphs, 

(11) Mr T Ryan, CI.E, Financial Adviser, Posts 

and Telegraphs, /'Were also 

(12) Mr M R Coburn, Director of Establishment, present 

Posts and Telegraphs 

(9) Sir Frederic Gauntlett, Auditor General, 

Mr H A Sams, Director General, Posts and Telegraphs, Witness 
Savings Bank Frauds 
Page 24, Paragiaph 31 (a) 

162 Chairman — Does a depositor get a leceipt for every deposit, how- 
ever small ? 

Mr. Badenoch — He gets an acknowledgment He gets an entry m 
his pass book and an acknowledgment not from the sub-office but from the 
head office that is supposed to be a check 

Paiagtaph 32 

163 Mi Bams — We have instructed Heads of circles m this connec- 
tion 

Paragraph 34 

164 8r> F Gauntlett — I think, Sir, this is inherently the most im- 
portant case brought to notice m this Appropriation Report 

Mi Badenoch — It brought to light a lather big defect in the system 
Customs duty on parcels is collected by the Post Office The Customs 
Department only hand over the parcels to the Post Office on the Post 
Office paying the Customs duty I found that there were 66 lakhs of 
customs duty paid over by the Post Office and there was no real audit as 
to whether the Post Office got the 66 lakhs back again fiom the recipients 
of the parcels I have taken the matter up and submitted a scheme to 
•he Director General He has agreed to it and I am opening a new de- 
partment of audit— an Accountant and 10 clerks— to see that actually 
the money that we have paid over to the Customs Department is le- 
eovered But there may have been m the past pretty big gaps We 
don’t know & 1 


* Menibeis. 

J 
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165. Chau man — The Post Office knew whether it Lad collected the 
money or not 9 

Mr. Badenoch — In the Post Office there was no check whatever as 
to whether for every payment we made to the Customs Department we 
got something from the recipient of the parcel 

166 Mr Rangaswami lyengai — But the Post Office can at least say 
whether m each case where a parcel was delivered ihe customs duty was 
collected 9 

Mr - Sams — "We simply pay a lump sum to the Customs and then recoup 
ourselves from the collections 

Mi Rangaswami Iyengar — The Post Office must have a list of arti 
cles which they have delivered and you must have entered therein the 
fact whether you had recovered the amount or not And where it has 
not been recovered, it should ceitamly be possible to find out if there has 
been a large gap 

Mr. Badenoch — The system was such that there was a great delay 
in finding out 

167 Mr Rangaswami Iyengar — Do you mean to say the inspecting 
officers could not have inspected the registers and found it 9 

Mr. Sams. — Certainly they could, but you would have to wait some 

time 

168 Mr Rangaswami Iyengar — But suiely there must be a gap m 
the register If he had not paid there must be a land of note to show 
that it is outstanding 

Chairman . — Was there any outstanding account m this paiticular 
post office 9 

Mr Sams — Yes, the circle examiner, who is an official of the Post- 
master General's Office, gets these assessment memos and he is supposed 
to watch the receipts from the post office He has a list of the articles 
assessed to duty He watches himself the return of the memos from the 
Post Office and if he does not get them, he calls for them, so that he can 
see fiom that if there are any blanks 

169 Chairman — And if there is a blank presumably there would 
have to be a formal write-off Howevei, the point is that you have now 
framed a new system which is being introduced 

Sir F Gauntlett — I think, Sir, an explanation is possible, that is, 
that there was an officer called the circle examiner who was responsible 
for watching that these receipts were eventually realised He did raise 
objections but one might assume he did it rather as a matter of routine 
because before the objection were thrust home against the man a large 
sum liad gone 

Mr Sams — What really happened m this case was that this particular 
man actually got the objections The others did not get them He 
simply tore them up 

170 Mr Cocke — Haven’t you got a total account 9 
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Mr Badenoch — There never lias been The payments to the Cus- 
toms Department were never reconciled with the payments to the Post 
Office That is what I am introducing 

171 Chairman.— 'Will that prevent the sort of fraud that took place 
here ? 


Mr. Badenoch— It is practically certain, Sir Because if my office 
find that there has been no recovery, it will ask for the reason why It 
will bung to notice all failures to recover 


Sir F Gauntlett — I would only point out, Sir, that this was done 
, font there was so much delay that the man was able to get Rs 17,000 
before it was gone into 


Chan man. — However, action has been taken and it will be satisfac- 
torily dealt with m future 


Paragraph 36 


172 Mr Sams — The Railway authorities have agieed They have 
accepted Rs 19,836 

Mr. Badenoch — I don’t think a case like this will occui again be- 
cause we have oust prepaied an elaborate scheme for the registration of 
the assets of the department 

173 Chan man — You have an inventory taken m all post offices 0 

Mr Badenoch — -It is being done on the telegraph side I don’t tlnnk 
there is any definite decision about the postal side The reason why it is 
done on the telegiaph side is because this is our capital On the postal 
side they aie all revenue articles which do not come into the capital account 
at all. 


Paragraph 37 

174 Mr Bangaswami lyengat — Ye have got the same question up 
here again about recovery Would you tell us why you recovered a 
month’s salary and left the balance to be recovered V What was the 
basis of calculation ? 


Mr Sams — Well, it is very difficult to say non The Postmaster 
General ordeied the recovery after taking everything nto consideiation 

Mr Bangaswami Iyengar —A month’s pay from each of the officials 
concerned 


Chan man He took the disciplmaiy action that he thought de- 
sirable and it happened to total up to oust about half the balance 

Mr Bangaswami lyengat — Or was it the other way about? He 
took half and found it came to a month ’s salary 

Mi Sams — He may have done that 


fled eXpreSsed ,llemselve8 satls - 



57 


Sir F Gauntlett — What I mean by that statement is that I have 
made a general rule that I will not comment on disciplinary action unless 
it seems obviously inadequate X don’t raise the question if I think a 
thousand might have been recovered instead of 800, because that is merely 
my personal opinion against somebody else’s 

f 

Mr Bangaswami Iyengar — I think we did record ihat this matter 
requires further examination 

Sir F Gauntlett — I would only point out, Sir, that even the stop- 
page of increment is inherently a fine 

Chairman — Oh, ceitainly 

i Sir F Gauntlett — And you cannot" get away from the fact that 
most forms of punishment must take a pecuniary form 

Mr Sams. — In a recent case that I know of a ceitam Postmaster’s 
promotion was stopped and the ultimate loss to him was about ten times 
the loss to Government It was a veiy much severer punishment He would 
have been much more willing to pay the loss than have this very severe 
action taken against him 

175 Mr Bangaswami Iyengar — Exactly, you must make a sharp 
distinction as to what is a punitive measure and what is the recovery 
of losses 

Mr Sams — It is very difficult to make that disi motion If a man 
by his negligence loses a certain amount, the loss is there and we want 
to recover a reasonable amount and at the same time let it act as a deter- 
rent to the man 

Mr Bangaswami Iyengar — Of course m practice }ou have got to 
combine the two 

Sn F Gauntlett — There is this aspect also to be considered that by 
his gross negligence he may show that he is unfit for higher promotion, 
so that it is not actually a pecumaiy fine It is merely a judgment upon 
his general capacity for the work he may be called upon to do 

Mr Bangaswami lyengai — The stoppage of promotion may be a 
kind of insurance against future losses 

Chairman — It is not necessarily the most deterrent This question 
will come up again "We will add our comment on tins You want to 
make the punishment fit the crime 

Paragraph 39 

176 Mi N M. Joshi — There is this question of buildings 

Mr Sams — It seems rather startling at first but I don’t think it is 
quite as black as the Accountant General has painted it The facts are 
these We had a post office at the headquarters of an Indian State We 
paid a nominal rent of one rupee a year Then it became necessary to 
have a better building and it was ascertained that a rented building 
would cost Rs 125 The Director Geneial then decided that instead 
of having a rented building, he would get the State to build one roughly 
on a, rental of Rs 150 He made out a rough plan on these lines but sub- 
sequently additions were made to the plan which could perhaps be put 
down at another Rs 50, bringing it up to Rs 200 It was also decided 



that it would be better to have a good-looking building m a conspicuous 
near His Highness’s palace That I think would account roughly 
£01 the other Es 100 The Ks 300 which the State originally decided to 
charge was based on the veiy low percentage of 34 rental on the capital 
cost Subsequently the State discovered that m Brit«sh India the rental 
was based on 8£ that is 6 per cent on the capital cost, and I think 2^ per 
cent for maintenance On that basis we should have paid Rs o3b a 
month for this building The State however agieed to take Es 400 a 
month These are the facts of the case 

177 Chairman. — Was it a more luxurious building than was neces- 
sary ’ 

Mr Sams — In the sense of embellishments ? 


Chan man. — Well, m the widest sense 

Mi Sams — As legards embellishments, probably we could have had 
the ordinary plan, four walls and a roof, but we were anxious to have 
a nice-looking building The amount of accommodation was probably 
50 per cent more than the actual requirements at the time Our 
experience has always been that ire generally undei -estimate the expan- 
sion and we find that m a few yeais the building is too small for us In 
this case, I should say that 50 pei cent was a liberal amount for expan- 
sion but not out of the way 

178 Sir F Gauvlleti — Theie is a geneial point heie, Sir which has 
been raised two or thiee times recently at home And that is the desir- 
ability of having public buildings m the most expensive sheets in the 
various towns m which they are situated I think there has been a 
marked tendency on the part for instance of the Labour Exchanges to 
get off high streets into bye streets I don't see that that is possible m 
the case of a Post Office 


Chairman — It is a question which is always ansing m every country 
as regaids the Post Office You have got the question of the {esthetic ! 
liability of the Government to set a reasonable standard of art m its archi- 
tecture 


Mr Sams — The geneial line we take, Sir, m these cases is that m 
the capital of a province or the capital of a State we like to have a hand- 
some building of which we can be proud In smaller places we are con- 
tent to have something less That is the line we take For instance, 
m Bombay we have probably got the finest building m the place Simi- 
larly m Nagpur In Eangoon we want the finest building And m 
Lucknow we are going to have it 

179 Mi N M. Joshi — Was the original building quite unfit foi the 
work ? 


Mi Sams— It must have been I haven’t gone mro that but that 
was obviously the case It was far too small 

Mr llangaswami lyenqoi — It raises the general question as to to what 
extent we may allow the Post Office or foi that matter anv other depart- 
t0 a ntl cipate prospective expansions or to anticipate prospective 
profits and we are m the meanwhile facing losses, because we have 
commercialised the department 
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Mr Sams — You have only to look at the postal statistics to see 
that the work does steadily go up Therefore, when v e build an office 
which is going to last for a bundled yeais or even 75 years, we must 
arrange for expansion, otherwise we would find ourse’ves m difficulties 
As a matter of fact, we do 

Mi N M. Joslu — But here you were not going to have your own 
building 

Mi Sams — Because m an Indian State we never do We always 
either rent it from a private person or the State builds it for us 

Sir F Gauntlett — Isn’t it a very moot point, Sir, whether it is 
cheaper to build a building which may accommodate the post office for 
a period of 40 or 50 years than to put up a building which will only meet 
the needs for the present and build a new building ten years hence ? 

180 Chan man — I think Mr Sams has overstated ins case As a 
matter a fact, it is neaily always wise to get a laigei site and leave room 
for expansion I think you are perfectly justified m making loom for 
provision for expansion in the case of a new building say for a period 
of ten years That is a reasonable provision You wouldn’t put up a 
building that is supposed to meet your expansion for 40 years unless 
you have got some means of renting off a portion of it If you cannot do 
that you leave out a wing of the building 

Mi Sams — That is exactly what has happened Take the case of 
the General Post Office in Calcutta Originally it housed the Director 
General, the Postmaster General and the Post Office First the Director 
General went into other accommodation, then the Postmaster General 
went We filled up the big building by putting m ocher officers who 
were gradually pushed out 

181 Chairman, — Are you satisfied that you have not got a tendency 
to be oversangume m your building and looking too far ahead " 

Mr Sams — No, Sir, our experience is usually the reverse We are 
under-sangume We under-estimate our requirements and we find 
m fewer yeais than we anticipated, that we have to add to the building 
That has been our experience m the past 

182 Mr N M, Joslu — Is it not possible to devise some plan of 
building which will be such that you can go on adding to it every five 
years ’ 

Mi Sams — Yes, we can sometimes , not only can, but do build 
with a view to being able to extend 

183 Mr N M. Joslu — Have you got some model form of building 
for post' office requirements ? 

Mi Sams — We have a standard form for the smaller buildings, not 
for the big ones Because we are very much tied down by the shape 
of the site It varies so much from place to place 

Chairman. — You have, I suppose, some general rule as to the amount 
of cubic space that you allow for a given quantity of work ? 
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Mi Sams— We have a standard but the standaid is being revised we 
are not satisfied that it is quite correct, and the idea now is that a Post- 
master wanting a building should work out his existing lequirements and 
then say how much he thinks we ought to allow for expansion, which m 
a go-ahead place like Rangoon would probably be 75 per cent or some- 
thing like that, but m a quietei place probably 10 oi 25 per cent 

184 Mr N. M Joshi — Is there not a tendency in the department 
as a whole to have finer buildings and better buildings , because you may 
remember some time last year there was the case of a building m Bombay 
and we found that they had taken a place for higher rent when rents 
were going down m Bombay because they wanted a better house ? 

Mr. Rangaswamy Iyengai — There is probably a tendency on your 
part to take a bigger building than you need have 9 

Mi Sams —I do not tlnnk so We know what the stall is and we 
have to have a building big enough for that staff, big enough for a cer- 
tain amount oi accommodation 

185 Mi Rangaswamy Iyengai. — What I really want you to face 
is this We are now dealing with the question of capital expenditure 
as well as revenue from the point of new of the commercial basis of it. 
If we are going to tieat the post office admimstiation as a matter of busi- 
ness, the actual capital invested must have some relation to the leturn that 
you get out of it 

Mi Sams — That is so But as I have said just now, m certain speci- 
fied places, like the capital of a province, or the capital of a State, I think 
we are justified m having a building which is aesthetically good to look 
at But as I say, m unimpoitant places we do not mind so much, we base 
our buildings simply on utilitarian methods 

Mr Rangaswamy Iyengar — What I am saying is this, that even from 
the point of view of aesthetics it has a business basis 

Mi Sams — Big firms m Calcutta, Bombay and elsewhere certainly do 
not neglect the aesthetics point of view 

Chan man — They have an advertisement value, but is theie any com- 
mercial value 1 

Mi Ryan. — Might I mention that m the case of every building project 
of any magnitude we always consult the Consulting Architect of Government 
and this question is invariably looked into now-a-days at any rate with a 
view to seeing that they are not doing themselves too well 

186 Chan man — I suppose it is true that the introduction of commer- 
cial system of accounts has put an additional incentive on the post office to 
see that its outlay on buildings is likely to be reasonably remunerative 0 

Paragraph 40. 

18/ Sir F Gauntlett — This shows very big savings on the original 
grant that is, 30 per cent under non-voted and 9 per cent under voted 

Mi Rangaswamy Iyengai. — This question also anses under the central 
revenues So far as the post office is coucemed, can you put it to this ieason 
that whereas m the case of non-voted expenditure you are sure that you will 
get supplementary grants m the usual way, so far as supplementary grants 
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tinder the voted are concerned you have to go to the Assembly and it would 
be safer to put a larger figure at the very stait 0 

Mr Sams — No 

Sit F. Gauntlett — Is not that the other way round * The savings on 
the non-voted was 30 per cent moie than it need have been 

Mi Bangaswamy lyengai — Then I am mistaken 

Paiagiaph 41. 

188 Chairman — These are points to which the last year’s Committee 
paid a great deal of attention and the fruits of the observations of that Com- 
mittee will be found m nest year’s report 

Mr. Cocke — Some of these points weie dealt with by the Committee 
before last also 

Sir F Gauntlett — The only general conclusion is that the cuts on public 
works and establishments have not yet reached the maximum point possible. 

Mr Badenoch. — There were no cuts m 1925-26 at all There was a cut 
in 1926-27 


Paragraph 45 

189 Char) man. — Here we come to a case of overestimate There, is a 
point in page 42 at .the end of paragiaph 45 (Reads) 

Mr. Badenoch. — The construction programme of the Posts and Tele- 
graphs is conditioned veiy much by the demands of railways Every year 
the Telegraph branch has to constiuct lengths of line m connection with 
Railway development Very often, previously, rough piojects may have 
been only m existence when the budget was fiamed and it was the custom 
to provide in' the budget for construction of lengths of telegraph line m 
connection with projects which eventually might be dropped altogether 
It has been decided that there should be provision m the budget only in 
connection with projects which have reached a fanly advanced stage, or m 
connection with which there is certainty of completion But veiy often, 
some of the projects which were contemplated at the time of the budget 
but not provided for do fiuctify during the course of the year and the 
Railway Department comes to the Telegraph Depaitment and says, we 
want you to construct these telegiaph lines There is no provision for 
them m the budget 

Mr Sams — ¥e would welcome a system of budget by which we 
could get funds automatically instead of having to arrange for them by 
more or less guess work, and then having a lapse 

190 Mr Bangaswamy Iyengar — Would you accept the present policy 
which has been pursued m respect of railway capital expenditure ? All 
these railways send U£ their schemes and their cost and they are all 
totalled up and the Railway Boaid definitely cut down a very large slice 
of it Suppose they want 30 crores the Railway Board put down 23 or 25 
crores 

Mr Byan — That is what we have done for 1927-28 

Mr. Bangaswamy Iyengar — If m the course of the year you are able 
to bring a project for w r hich additional money is required you will be 
able to find the funds On that basis the cut will be fairly drastic But 
in the meanwhile if you find that the speeding up of your projects or 
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fiome new development 
and ask foi a grant 


makes capital expenditure necessary, yon 
That would be fai moie satisfactoiy 


can come 


Mr Badenoch — It is essential that the Telegraph Depaitment should 
comply with the Railway Department’s demands* otherwise it will hamper 

the operation of Railways 


Sir F Gaunthtt — Is it not lather indicative of the need of co-opera- 
tion between the i ailways and the posts and telegiaplis The lailways 
are now working veiy big systematic constiuction piogrammes, and as 
was pointed out, telegiaph extension is a necessaiy coxollaty of the rail- 
way construction Thtrcfoi c, whenever tlieie is a iailway construction 
going on there ought to be a systematic attempt to get the telegraphs con- 
structed for it 


Mr, Sams— We do as a matlci of fact base our piojects on the mfor 
mation we get fiom the railways But the infoimation w e get is not always 
reliable We may find ourselves with a big lapse 

191 Chav man . — You have a budget depaitment, and would it not be 
possible for youi budget department m consultation with the Financial 
Commissionei of Railways to amve each year at a veiy much moie accurate 
estimate than now n 

Mi Sams — We aie trvmg to do that, but we want to get some method or 
anangement by wlncli we shall be able to know much moie definitely than 
at present what the lailways want us to do in the ensuing yeai 

192 Chav man — Can you not fiame the budget estimate in close con- 
sultation with the Railway Depaitment i 

Mi Sams . — I flunk we aic woikmg fanlv well up We have got our 
programme pretty well fixed 

Mi Badenoch — I do not think that the Railway Department haie '\ery 
much consideration foi the posts and telegiaplis depaitment They say, 
we want a certain line, though they have not made up their minds whether 
they will actually construct the particular length 

193 Chav man — -Have you got figuies for tins veai before us showing 
the amount that you piovided foi railway woilc and the amount that you 
actually spent 9 

Mi Sams — I have not got them heie 

Chav man — I think it would be as well if we had these figuies and then 
we will ask the Financial Commissioner foi Railways to account foi the large 
difference 


Mi Ryan— l think he won’t be able to account foi the diffeience, be- 
cause there has been the piaetiee m this depaitment of piovidmg m addition 
to what the raihvays ask foi, for a leserve 


-^4 Chatnnan Do jou think that we can, bv di awing the attention 
ox tlie Railway Commissionei, secuie some closei eonsideiation by Ihe Rail- 
way department of youi needs 0 v 


Ryan ~ If T d0 so mth tlie backing of the Public Accounts Com- 
mittee we may hope for more sympathy fiom them 


we JOr, rH+ rilS l ^ wmdd certainly like to get down to some system co that 
we can get a eloser proportion between expenditure and estimate 
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Sir F Gaimtlcti — T have not made anv comment because I have felt 
that co-ordination is the leal solution It may be neeessaiy to piovide for 
nnfoiseen emergencies by a small reserve, but it is co-oidmation first and 
foremost 

Mi. Badenoch — My point loilly was that you could not piovide for a 
veiy big capital outlay m the budget If theie was some sort of convention 
guaranteeing piovision to the posts and telegraphs department in connec- 
tion with railway construction 

Chau man — Some of these deuces uet us so far away from what budget-* 
mg ought to be that you ought to be careful that you do not over-stress the 
danger of over -budgeting If you come forward with a budget foi 20 lakhs 
for construction of railway lines and you actually spend 50 lakhs 
dui mg the 1 whole of the yeai, that would thiow out the whole 
of the budget position The fiist thing to do is to get as near 
an estimate as you can It is impossible on a revenue expendi- 
ture to say that you will piovide 20 eioies, and if you aie able to spend 
you will give another file ciores — you cannot have a budget on that basis 
I wondei if we could have befoie us the amount asked foi by the Railways 
this particular yeai 1925-26, the amount provided and the amount actually 
spent, if you like with comments, and also what you are doing m 1926-27 
and 1927-28, so that we can then take up the question with the Railway 
Commissionei 


Page 50 

195 Mi Joshi — It would have been better if these comments had been 
given below these statements 

Mr Badenoch — It is veiy difficult I tried to do it, but it would have 
very much delayed the repoit 

Sn F Gauntlett — T think this question has been consideied by nearly 
eveiy province, but Madias is the only piovmce that has been able to do it 
The press theie has appaientlv been able to tackle the problem but not 
elsewhere Mr Kaula will be able to tell you He went into this question 
in detail and he will be able to tell you all about it 

Page 52 

196 Clian man — Is this a special complaint ? 

Mi Ryan — It has been settled now 

Sv F. Gaunilett — That is a general difficulty with nearly every 
account It is very difficult for the officers at home with the utmost good 
will to follow stuctly our system of classification because they are not in 
close touch with us 


Page 58. 

197 Sir F Gaunilett — I have a geneial comment on that (Reads) 

Mr Sams — The lapse is almost due to over-budgeting of sterling over- 
seas pay the provision foi which was made by the Finance Depaitment 

Sn F. Gauntlett — That appears m neaily all the reports 

Mi. V K Aiavamudha Ayangar — We had to make the estimates at 
veiy short notice. We hacl no time to check them but we simply consolidat- 
ed them. 
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Sii F Gauntlett — It does appear everywhere, but next year it ought 
to be different 

Mr Sams . — Item 2 has been rectified m subsequent estimates 

Page 64 

198 Mi Cocke . — What about that figure of Rs 2,98,000 on the stores ! 

* Mu Sams.— The mci eased expenditure is due generally to the failure 

to •work up to. the issue programme 

Mr Badenoch — The on-cost charges weie calculated on a ceitam issue 
programme and that issue programme we failed to work up to 

8v F. Gauntlett— S o long as the estimates fo‘r works piogiammes are 
not worked up to and theie is a senous difference it throws out the figures 
all over the accounts 


Page 66 

Mi Badenoch — The second paragiaph at the top — the comment is not 
justified It should be cut out The deduct entiy was not ignored 

199 Chav man — At the bottom of that rage Have you anything to 
say with legal d to maintenance ? 

Mu Sams — At piesent the engineers find it difficult and there is a 
complaint and that is being looked into If they use then staff foi piojects, 
they have not enough staff to devote to maintenance 

Chav man — It is a question not of money but of staff ? 

Mr Sams — So they say, but that point is being looked into 

200 Chairman — What about the explanation that the money is dis- 
tributed at the end of the veai 0 Ts that unavoidable 9 

Mi Sams — If they do not get it m good time it is not much good to 
them 

Chav man — I quite understand if But why was it not distributed till 
the end of the yeai ? 

Mr Sams — It may be that w T e did not heai of it m time 

Sir F Gauntlett — Neailv one lakh was added to the provision on xe- 
appiopnation ? 

Mr Badenoch — I think the engineer s themselves aie mostly responsible. 

F Gauntlett. — That geneial question about establishment is a veiy 
important question because I think the history of the 150 eioies on railways 
shows conclusively that you cannot spend the money unless you have estab- 
lishments to spend it 

Mr Sains — We are going very carefully into the question of staff for 
the engineering branch and I hope we shall come to some satisfactory con- 
clusion, so as to be able to devote the staff both to construction and to main- 
tenance 


201 Sir F Gauritletf —Latter half of note (4)— the controlling officer 
orgot to allow fo-r adjustment That is the old question again, indicating 
the necessity for controlling officers watching their liabilities 
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Chan man . — And the general question of making adjustments quarterly 
instead of yearly Is that being done m the post office 9 

Mi . Badenoch — In the case of stationery and printing it is being done, 
but the gieat difficulty is m the case of adjustments m connection with 
buildings I think 75 tier cent of the adjustments come through either at 
the very end of the yeai oi aftci the financial yeai 

202 Chan man — -Why should that be so 9 

Mi Badenoch. — The Public Woiks Department v oik dui mg the second 
half of the year more than m the first half. 

Sn F. Gauntleti — Where adjustments can be made early they are 
being made monthly or quarteily, for instance in the case of stationery and 
printing 

203 Chan man — Is the vast proportion of your adjustments being 
made either monthly oi quarterly 9 

Mi. Badenoch — I should say so, a large proportion 

Bn F Gauntleti. — This particular case is an illustration If it is 
a fixed sum of Rs 60,000, it can easily be allocated, 15,000 per quarter. 

Mr Sams — Provision has been made for this 60,000 

201 Chairman. — Page 67 Have you any general statement to make, 
Mr. Sams 9 

, Mr. Badenoch. — About English stores, this is a very bad mistake m my 
office Stores were brought on to the ledgers but account adjustment was 
not made Owing to the fudging of a trial balance the officer could not 
see that mistake had been made It is a case for disciplinary action 

205 Mi Sams — As regards (6), a Standing Committee has been 
constituted with powers m the matter of deciding the mode of disposal. 
Stores of the value of Rs 4 lakhs and odd have so far been dealt with by 
the Committee 

Chairman — What is being done with the stores ? 

Mr Sams — Sold to different people m India 

Chairman — What land of stores are these 9 

Mr Sams — Wires, bolts, obsolete instruments 

206 Mr Cocke. — Have you got much more stores like tnat to be dealt 
with 9 

Mr Sams — The Standing Committee keeps on dealing with stores 
for which we have no use 

Mi Ttangaswami Iyengar — How much more have you to deal with in 
this way 9 

Mr Sams — I cannot say what the balance is 

Mr Rangaswami Iyengar — I think we did have a huge balance of 
unserviceable stores 

Mi Badenoch. — Theie is considerable balance of stores due to over- 
buying of instruments which are obsolete now My audit office is going 
through the whole ledger and they bring to the notice of departmental 
authorities cases m which stores are not being used for over a year. 

HI64Fm 
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207 Chairman. — Are these surplus stores being added to by new 
purchases now or have steps been taken to prevent over-buying ? 

Mr Sams — The whole system of purchase has been reorganised 

Mr. Cocke —When did this over-buying take place 9 

Mr Badenoch — 1920-22 

Mr Cocke. — Has anybody made any investigation m connection with 
this matter 9 

Mi Sams — I cannot say I shall let you know 

208. M > . Rangaswami Iyengar . — What do you mean by unserviceable 
stores written off 9 Is that the net loss on the disposal of the stores ? 

Mr. Sams — Yes 

Mi Rangaswami Iyengai — Can you give me any idea as to what is 
the percentage of recovery 9 

Mr. Sams — It is all scrap 

209 Chairman — Could you put in a fairly complete memorandum on 
the subject of surplus stores 9 

Mr Sams — Yes 

Sv F. Gauntleit — Does the question arise as to the check which 
?s now exercised when demands come in for fuithei buying 9 

Mi Ryan — It is a question that ought to arise I think there is at 
present too much power m the engineering branch to indent for stores 
from England without always having a peifectly clear idea of what they 
would be used foi There is no complete check over it at present 

Mr Rangaswami Iyengai — Do you think, Sir, that there is any com- 
mittee that is competent to look into the question ? 

Mi Ryan — If they are not competent to decide on surplus, I do not 
know' whether we will get one that is. 

Mr Rangaswami Iyengar. — I am asking whether you can set up some 
machinery of checking 9 

Mr Sams — I think really the Financial Adviser ought to pasb these 
indents and specially look into the items I think it w'ould be a veiy good 
thing to have some check and to ask the officers who indent to state speci- 
fically what each land of store is for 

Mr Ryan — The present Chief Engineer does watch the stores ex- 
penditure very closely 

Chairman —We had better recommend the subject to the attention of 
the department 

Mr Badenoch — We do bring to the notice of the department any cases 
in which stores have not been issued for a year 

Chairman — That is after the event I am now on the question of 
what the department itself can do to make sure that it is not ordering un- 
wisely 

Mr Sams. — Indents qf special officers for special .things should be 
challenged much more freely. If they had to say what each expensive item 
was for, they would be more careful. 
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Sir F. Gauntleft — The other point is what stores already exist which 
might be used for that purpose. There are many points to be taken mto 
consideration m checking new indents 

Mr Rangasivami Iyengar — The question should be examined as to 
what extent things that are ordered out from home can be actually ob- 
tained here 

Chaw man — What we want is that the department should consider 
very carefully whether existing anangements for indenting cannot be im- 
proved We will make a recommendation on this point and leave it theie 


Page 68 

210 Mi B Das — About the High Commissioner classifying the home 
charges, I think the High Commissioner is under the Government of India 
One of the Accountants General or an account official of India might be 
lent to the High Commissioner who ought to have an officer from India 

Chaw man — I think it has been stated that these difficulties have been 

met 


Page 81 

211. Su F Gauntleft — There is a comment at page 81, head 5 The 
actual expenditure was just two-thuds of the appropriation 

Mu Sams — The estimate for repans to buildings were furnished by~ 
the Local Government who used to carry out the work The mattei has 
been taken up with Local Governments with a view to pi event recunence 
In 1926-27 a large piopoition of the woik was earned out under the de- 
partmental supervision of the engineering branch There is lesser chance- 
of a thing like that reeurnng 

Chaiiman — Your own officers will m future give you estimates l 

Mu Sams — Yes 


Page 84 

212. Sir F Gaunt left ^ — There is another very big ovei -estimating on 
repairs 57 per cent, "was saved, nearly Rs 2-J lakhs 

Mr Sams — That is partly attributable to. the abandonment of the 
work of the Diamond Island radio station Owing to a misunderstand- 
ing and also to the uncertainty that existed at the time regarding alloca- 
tion of expenditure, double provision seems to have been made onee under 
this head and once again under 561 (&) for renewals and replacements. 
It is also alleged by the Divisional Engineers concerned that stores to the 
value of about Rs 1,34,000 were actually issued to works and accounts 
showed an adjustment of only Rs 99,600 The matter is still under investi- 
gation 

213 Chairman — The abandonment could not be foreseen at the time 
of the budget ? 

Mr Sams — Absolutely not 

Mr. Rangaswami Iyengai — When did this intimation from the Burma 
Government come to you ® 

Mr. Sams — I cannot say It was received after the budget had been 
prepared 
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214 Mi . Josln — Is there no automatic method by which the Finance 
Department can find out this double budgetting 0 

Mr Sams — In this case the mistake was puiely due to the novelty of 
the system 

Mu Badenoch — I do not think very much blame could be put on bud- 
gettmg officers The whole idea of charging certain poitions of expenditure 
to renewals and replacements which previously had been charged to Reve- 
nue quite upset the calculations of the budgetting officers I do not think 
they can be blamed because the lules weie issued when the budget was 
being presented 

Page 93 

215 Su P Gauntlett — -What I say is that no grant can ever be for- 
mally reduced by surrender 


Page 96 

216 Chau man — The Auditor General has a comment heie It is the 
general question of over-estimating 

Mr. Sams — Excluding stoies suspense and the supplementary grant 
of 11,26,000 the percentage for 1925-26 was 46 8 , and for 1926-27 ex- 
cluding stores suspense it was only 12, which shows that we have made an 
impiovement 

Chau man — Next year’s account will show an improvement * 

Mr. Sams. — Yes 

Page 101. 

217 Mr. Joshi — The Accountant General is very glad that a larger 
proportion of stores was purchased m India I should like to know whether 
the remaining quantity of stores (for 9 lakhs) could not be either pur- 
chased or manufactured here Is the depaitment making any effort m 
that direction 9 

Mi Sams — We get everything we can m India, One great advantage 
of that is that we have not got to keep such large stocks as we used to keep 
pieviously We are now getting m India insulators, copper wire, battery 
jars mild steel sheets and pig iron Until quite lately, we used to get 
most of these from England, because then there was no wire manufactured 
m India at all 

Mr. Josln. — As regards the other stores, can you not attempt to manu- 
facture them here ? 

Mi Sams — We try to get as much as possible here We make a lot 
of oin own instruments m the workshops at Alipore such as all lands of 
telephone receivers and a good deal of the telephone sets 

Page 105 

218 Sv) F Gauntlett — The point of my comment is that there are 
classes of expenditure which if they weie inclined m the Indian Telegraph 
Department could be legarded as Capital outlay and not charged to Reve- 
nue, while m the Indo-European Telegraph Depaitment it is capital out- 
lay charged to Revenue 
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Mr Ryan . — I am afraid that is really a question that the Finance De- 
paitment will have to answer It is a fact that theie is that difference 
of practice but it is really more a matter of general finance 

Chairman — It is simply a continuance of old practice 

219 Mr Rangaswami Iyengai — The accounts of the Indo-European 
Telegraph Department do not come into commercialisation ? 

Chairman — They are separately commercialised It does not affect 
the profit and loss account of the Posts and Telegraphs Department at all 
The Indo-European Telegraph system of course has a method of accounts 
of its own It is generally undesirable to disturb it. 

Paragraph 69 

220 Chairman — The loss is due to the charging of interest on the 
Capital 

Sir F Gauntlett — There is also a comment which shows that abnormal 
transactions during the year prejudicially affected 

221 Syyid Murtuza Sahib Bahadur — Has settlement been brought 
about between the Peisian Government and this Government regarding the 
clearing of arrears amounting to Rs 1,87,000 

Mr Badenoch — I do not know that they have been settled We held 
back this rental m order to pay ourselves the capital outlay that we under- 
took on behalf of Persia It is rather a screw to enforce settlement 

Sn F. Gaunlleit — It was taken out of Revenue into deposit so as to 
be available when the demand is to be settled 

Chairman — The answer is that no settlement has been aruved at 

Page 109 

221 Mi Joshi — The office has got a Director m Chief m London 1 

Mr, Sams. — Yes 

Mr. Joshi — Is there any reason v hy it should be m London 0 

Mi Sams — That is a question that has been freely discussed and it 
is being examined now m the Department of Industries and Labour whether 
it is possible to devise a system for having the control m India There is 
a gioat deal of difficulty involved, it is a complicated business But the 
question is at present being gone into 

222 Chairman — Any comments on paragiaph 75 The Committee 
will presumably have to recommend to the Assembly the excess grant voted 
So we must look into it 

Mr Badenoch — The supplementary grant was undei -estimated and the 
reason is given m the second sub-paiagraph on page 114 

Sir Fiedenc Gauntleit — It is really due to the mtioduction of the new 
system which has been enforced during the year 

Chan man — The Committee will, I think, follow it It is a big ad- 
justment and does not involve any question of principle 

Mr Badenoch — It is due partly to the fact that they could not work 
up to the •doies programme 



223. Chat) man, — Has any member got any questions to put on 
Appendix I 9 

Mr Jo sin —With regaid to the disposal of Profit or Loss on page 
149 of the report, my difficulty is that the incentive offered there is not 
quite a strong one for economy" I would therefoie like to ask the depart- 
ment whethei they have got any other incentive for economy while they 
aie ma kin g profits year aftei yeai I know they aie working to improve 
the lot of the employees and that is one stiong incentive Besides this, 
is there any strong incentive for the department to make economies and 
keep their orgamsation quite efficient and economical such as the extension 
of postal facilities or reduction of rates 9 

Mr. Sams. — We have not got the incentive to economy that a commei- 
cial film has of paying dividends , but I think we are more or less con- 
scientious officers We try as far as we can to make the money go as 
far as it will m ordei to give as many facilities as we can with the money 
at oar disposal and to keep down the expenditure We have the Financial 
Advisei on the one hand looking aftei us, the Accountant General on the 
other and we have you gentlemen here before whom we have to appear and 
answer to your criticisms on our unnecessary or extiavagant expenditure 

Mi Joshi — I do not deny that the officers are not conscientious but 
it is human nature that when the money is a% ailable, you spend it a little 
more freely 

Chan man. — How does it differ from any other department 0 

Mi Code — The alternative is to hand it ovei to a Limited Company. 

Mi J oshi — I do not wish that it should be done but at the same time 
some facilities m the way of low rates or extending the facilities far and 
wide should be afforded 

Mi Sains — Our estimate of profit at present is only 8 lakhs and you 
cannot do much with it Foi instance, we cannot undertake the whole-sale 
reduction of rates What we are doing at present is to extend postal and 
telegiaph facilities 

Mr Bangaswami lyengai — I do not think any public department can 
be propeily concerned to have an incentive to economy. 

Chav man — It has got a whip to economy m the Finance Department 

APPENDIX n 

224 Mi Joshi — With regard to paragraph 4 (2), the disciplinary 
action appears to be inadequate 

ill? Sams — I must admit that technically the Divisional Engineer was 
responsible for the irregularities but at the same time he is also respon- 
sible for his engineering duties In this particular case this officer was 
actually holding charge of two divisions at the time 

4 ! ^* Badenoch —The defalcation briefly was that a clerk m the office 
of the Divisional Engineer, Rawalpindi, misappi opnated the leceipts on 
account of telephone rents and telephone trunk call fees He gave proper 
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receipts to the parties and m some cases the Divisional Engineer himself 
signed the receipts, but the receipts -were not taken to the cash account. 
The reason why the disciplinary action was insufficient is that you enforce 
on the officei lesponsible the responsibility for the accuracy of his cash, 
book and also for bunging to account money which he has duly acknow- 
ledged In several cases where the Divisional Engineer had actually signed 
the receipts there was no credit at all in the cash book 

M> Sams — The action taken was that the Director General expressed 
his displeasure ; ,*!} 

225. Mi Rangaswaim Iyengai . — Don’t you think it is a case for the 
recovery of the amount 9 

Mr. Sams — The Divisional Engineer had an accountant and it was 
the duty of the accountant to see that the thing was going right The 
Divisional Engineer is m chaige of two divisions and the whole of his 
lime is taken up by Ins engineering work 

Su Fiedenc Gauntlett — I may point out that the accountant is not 
responsible for cash 

Mt. Code — Is it usual for officers of this type to check their books 
with the receipts they sign 9 

Mi Badenoch — If they do not, we pull them up 
Mr Code — In a commercial firm the accounts are left to internal 
check 

Mi Rangaswaim Iyengar — The question is not so much of punish- 
ment is he not liable for the money 9 

Mr Sams — The Director General held that he was not liable for the 
mouey' . he thought that the accountant should have seen to it It was the 
duty of the' accountant to check the cash book 

Mr Badenoch — The accountant is responsible for the accounts the 
Divisional Engineer is responsible for the cash 

Mi Rangasivanu Iyengai . — Is it the case that the Engineer himself is 
in charge of cash ? 

Mr Badenoch — Divisional Engineers are always m charge of it 
Sn Fredeuc Gaunilett — The accountant cannot be accountable for 
cash and if there is that general impiession that ought to be removed 

Mr. Badenoch — I admit that the system of making the Divisional 
Engineer responsible for all receipts was wrong It did impose heavy 
.financial responsibility on him and the work had outgrown the capacity of 
the Divisional Engineer to supervase 

Chan man — The po,mt is that a duty was imposed upon him which it 
was physically impossible for him to carry out completely 

Mr Badenoch — I do not admit that that absolves him of the respon- 
sibility of seeing that the money that he receives is brought into the cash 
book 

Chav man — Mr Sams has admitted that the responsibility was there 
and he has censured the officei for what he has done The question is 
whether the censure is enough or whether something more ought to have 
been done I think it is important that we should m some way draw the 
attention to the unaeceptability of the aigument that the accountant was 
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an any way lespopsible That point has also been recognised by Mr Sams 
I am personally inclined to think that a mere censure was not an insuffi- 
cient punishment, if we can clearly realise the position that the accountant 
was not responsible for the cash 

Mr Sams — I think the Engineer might have relied on the accountant 
to see that the accounts were properly maintained. 

Sir Frederic Gauntlett . — I can only say that the accountant cannot 
possibly see whether the receipts have passed into the cash book or not.' 
If the money does not go into the cash book, the accountant does not know 
whether the money has come m It is a fundamental misconception of 
the position of the accountant 

Chairman — W e will draw attention to this matter in our report 
The Committee then adjourned till 11 a m on Monday, the 8th August 

1927 
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Evidence taken at the 4th meeting of the Public Accounts Committee 
held on Monday, the 8th August 1927, at 11 a.m 


Present 


(1) The Hon’ble Sir Basil Blackett, K C B , SCSI, Chairman. 


(2) Mr H G. Cocke 

(3) Maulvi Ahdul Matin Chaudhury. 

(4) ' Mr B Das 

(5) Mr A Rangaswami Iyengar 

(6) Maulvi Sayid Murtuza Sahib Bahadur 

(7) Mr N M Joshi 

(8) Mr G Sarvotkam Rao 

(9) Mr K C Neogy 

(10) Sir Frederic Gauntlett, Auditoi General 

(11) Mr G Kaula, Accountant General, 

Central Revenues 

(12) Mr CWC Carson, Controller of Civil 

Accounts 

(13) Mr T K Rajagopalan, Offieei on Special 

Duty 

(14) Mr D C Campbell, Director of Com- 

meicial Audit 


*\ 


> Members. 


>Were also present. 




A H Lloyd, Member, Central Board of Revenue, 'Witness. 


226 Chairman — Before we come to the Audit and Appropriation 
accounts there are one or tvo points for the Central Board of Revenue 
arising out of the Finance Department Resolution Paragraph 14 of the 
Finance Department Resolution relates to the question of framing a new 
set of rules for giving adequate but carefully defined powers to the officer 
who is m charge of a major work m a i emote part That of course is a 
general question to some extent It also has particular leference to the 
Northern India Salt Department The Committee decided, I think, that 
we should ask the Central Board of Revenue whether they had any views 
to express on that point 

Mr. Lloyd — We have eonsideied carefully this recommendation with 
reference to the working of the Northern India Salt Department and to 
our experience since that Department came within oui control We are 
satisfied with the ordinary rules and we have decided that we do not 
want to ask for any special rules which would relax the ordinal y rules 
on the ground that Khewia and Sambhar or any other place is remote We 
think just as strict control should be kept over capital woiks m such cases 
as over any other capital woiks The oidinary lules aie primarily those m 
the Civil Account Code and secondly the Public Works Code On a 
few points the Public Works Code has needed modification to make it 
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applicable to opt condition, and those modifications have within the course 
of last year been discussed and settled in consultation with the Audit 
Officer I would with your peimission suggest that the Audit Officei who 
is present should indicate the points in legard to which slight modifications 
m the Public Works Code have been consideied necessary 

Mi, Mukherjee — As regards the Salt Department there are two kinds 
of expenditure— -manufacturing charges and capital construction works. 
As regards the first the ordinary rules of the Civil Accounts Code have 
been found suitable and they have been applied all along and no practical 
difficulty has been experienced so far As regards -capital construction 
works, there was a certain amount of mi sundei standing m the past, and it 
was not quite ceitam whether the Public Works rules weie accepted by 
the Department Last year the question was discussed with the Central 
Board of Revenue and it accepted the general i ules of the Public Works 
Department as governing the expenditure on construction works m the 
Department The modification which has been referred to is practically 
very small — m fact, theie is baldly any modification at all, except that 
certain difficulties weie expeneneed owing to the fact that the general 
manager of the salt sources had not any power foi giving sanction to 
original works We have since delegated certain powers of sanction and 
with that delegation the position seems, to me at least, to be quite all 
right 

227 Chav man — We shall be coming to the specific cases later on As 
regards the general question, aie there any questions ? 

Mr Bangaswam Iijengai — You said that both the Civil Account Code 
and the Public Works Account Code will be quite sufficient What I want 
to know is whethei m legal d to these uorks it is possible to prepare an 
account of wbat may be called profit and loss I find that the ‘Central 
Board of Revenue and the audit people have both refen ed to the fact 
that there may be schemes which have not paid a piopei leturn or have 
resulted m loss Do you think the Civil Account Code will permit a state- 
ment to be prepared to show profit and loss 2 

J3v F Gauntlett — Whenever a Depaitment is put on a commercial 
basis the actual audit work is ordinarily split up between two authorities. 
Mr. Mukherjee, under Mi Kaula 's guidance, is icsponsible for what I 
may call all the non-commercial accounts The commercial .accounts are 
directly under the control of Mr Campbell who is heie present He is 
responsible for all the cheek on the commercial accounts which flow from 
the ordinary accounts 

228 Mi Bangasivamt Iyengar — What I want to know is Is the 
Civil Account Code quite sufficient for the officers to get on with m dealing 
nith the business that has got to be done ? 

Sv F Gauntlett — No, and that is u by Mr Campbell checks the work 
that it. why Mr Campbell, thiough his officers, has spent many months 
m installing a system of commercial account and m training an accountant 
to keep those accounts If you wish to know any moie details, Mr. 
Campbell wdl give them to you The tiamed accountants work dnectly 
with Mr Feigusson’s office at Delhi 

Mi Rangaswami Iyengar -—What I want to know really is whether the 
oivii Account Code as such could be applied to commercial accounts, is that 
rue Lode which covers commercial accounts ? 
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Sir jF Gauntlett. — No and tliat is why Mr Campbell is here so as to 
supplement the lules which are laid down m the ordinary Account Code 
Perhaps I might explain how the work is actually conducted There is a 
■consideiable amount of expendituie which is incurred m these Departments 
That expendituie is accounted foi and is audited according to the rules 
m the ordinary code For all that blanch of work, Mr Mukherjee under 
Mr. Kaula is dnectly responsible , but when it comes to bringing to light 
the actual commercial lesults, that is done by accountants trained under 
Mr. Campbell 

Chairman — For puiposes of expenditure control, the Crvil Account 
Code works but you have to supplement that by this commeicial audit foi 
the purpose of bunging out profit and loss ? 

Sir F Gauntlett — Yes 

229 All Neogy — May I know if two sets of accounts are kept side 
T)v side simultaneously ? 

Sir F Gauntlett — Mi Kaula thiough Mr Mulckeijee maintains the 
actual accounts of the expenditure and the receipts In addition to that 
tlieie are accounts maintained by Mi Feigusson as the Commissioner m 
charge of all the operations, winch bung out the commercial results, and 
those commeicial accounts are audited by Mi Campbell They were 
initiated and installed undei Mi Campbell’s conti ol and now they are 
audited bv him We do not have two separate sets of accounts actually 
in the audit and accounts offices We have the ordinary Government 
account and m addition to that the head of the Department maintains a 
set of commeicial accounts winch aie audited bv Mi Campbell 

230 Mi Bangasivami Iyengar — I am not able to get the hang of it 
yet From the point of view' of civil expenditure the Civil Account Code 
prescubes the pow r eis of officeis, but wiiat I want to know is this 
Theie are certain items of expendituie which is quite competent to the 
officer to incur under the Civil Account Code , but if it is a commercial 
proposition he ought not to incur that expenditure if it is shown that 
the expenditure wall result m loss Therefore is theie any check on that, 
and how do you find that out ? 

Sir F Gauntlett — Any restriction on expenditure will be imposed by 
Mr Lloyd as the head of the Central Board of Kevenue 

Mi Lloyd — The ordmaiy powers uiider winch we control the Budget 
and the grant of sanctions and of re-appropriations are enough to meet 
Mr Rangaswami lyengai ’s point 

Chairman — Your point is that this land of expenditure which Mr 
Tlangaswami lyengai has m mmd would be sanctioned or refused by the 
Central Board of Revenue with reference to the state of the commercial 
account, with reference to whether from a commercial point of view it is 
likelv to be profitable or otherwise 

Mr Lloyd — I can safely say that that would be the attitude of the 
Central Board of Revenue 

231 Mr Bangasivami Iyengar — Therefoie so far as the commercial 
aspect is concerned the man on the spot will have no discretion but to 
go to the Central Boaid of Revenue For instance, he has got to buy 
some stores at a certain price or he may have to employ certain labour 
ht a certain wage Supposing he finds that the wages are too high and it 
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would not pay to employ that laboui— if that is to say, fiom 
mercial point of view it would he a bad pioposition, it would be 
legitimate for him, fiom the Civil Account point of view, to 
expenditure 9 What happens m spell cases 


the com- 
pel fectly 
incur the 


Mr Lloyd — I see Mr Iyengar’s difficulty but such cases have not 
arisen m my experience 

Sir F Gaunilett —There are two aspects of the case The Civil 
Account Code does not deal with sanctions, so that passes me out of the 
matter and Mr Lloyd has to answer the point laised. I think Mr Lloyd’s 
answer is that he would always, when he is asked to sanction a thing, see 
whether it is going to pay 


232 Mr Rangaswaim Iyengar — Therefore I put it whether in all 
cases where the commercial value of a proposition is involved the Central 
Board of Revenue examine it and sanction it 


Mr Lloyd — I do not think I can undeitake to say that the Central 
Board of Revenue will examine every petty details of expenditure 


Chan man — It goes a stage further back In that stage it is the clear 
duty of the Commissioner to consider the question of commercial results 
and if it is a big expendituie he has to go up for sanction 

Mi Lloyd — Of course m regard to small amounts, which are within 
the power of the officer on the spot, it is not necessary for the Central 
Board to control that , they have no commercial impoitance But in the 
ease of large expenditure, the Central Board of Revenue would certainly 
examine it very closely 


233 Mi Rangaswaim lyengai — Therefore I take it that so far as the 
officer’s powers are concerned, they do not go to the extent of enabling 
him to incur expenditure which will have commercial results 


Mi . Lloyd — I think all expenditure have commercial results 

Chairman — He has no discretion for undertaking large expenditure 
where it is a question of policy but only comparatively small expenditure 
for continuing works which are already authorised, or for carrying on the- 
ordinary manufactuung operations ? 

Mr Lloyd — That is the case, Sir We keep oui eye on the ordinary 
manufacturing operations If I might illustrate, during the cunent year 
the outturn of salt at the Sambhar Lake has been so great that we have 
not very much left, I think there is nothing left, m the budget at Sambhar 
for manufacture We have theiefore asked the Commissioner, if possible, 
to postpone the beginning of operations until after the beginning of 
the next financial year At the same time the mere accident of the 
rainfall or climatic conditions may compel the Commissioner to stait work 
before the end of March 1928 and we cannot prevent his doing that if he 
is compelled to , but we do interfere to this extent that we sav unless he is 
compelled he must not do it 


234 Mi Rangaswaim lyengai —I agree , I see the difficulty You 
have laid down the pioposition that the Civil Account Code is quite suffi- 
cient and .Sir Piedenc has said that so far as the actual expenditure is 
concerned, Mr Mukherjee audits the expenditure but after the expenditure 
is incurred our friend Mr Campbell refashions the account on a 
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commercial basis and reports from time to time exactly what is the com- 
mercial value of these operations What I want to know is whether no 
restriction is imposed on the discretion of the officei, whether you are not 
on the watch always to see that he does not step beyond a eeitam limit 
It is out of that that all these difficulties have arisen 

Sit F Gauntlett — Would not the answer be to give Mr Iyengar a 
copy of the poweis delegated to the officer concerned ? I think he will 
see that the lesult is almost negligible 

Mt Lloyd — I think that is a fair statement of the position 

Chau man — Mr Iyengar said the trouble has arisen because of the 
absence of this sort of check We have got to separate the present condi- 
tion from the past The past position was admittedly that there was no 
commercial account at all until quite recently and the whole question of 
control lias since been oveihauled 

235 Mt Rmgaswami Iyengar — Is the officer on the spot fiom time 
to time supplied with the results of the commercial audit Is the com- 
mercial audit going on concurrently with the operations and is he able to 
know exactly what is the commercial value of the expenditure he is incur- 
ring - 

Mt Campbell — It is only an annual audit 

236 Mt Rangaswami lyengat — And therefoie till the end of the year 
he will not know whether the expenditure he is incurring is profitable or 
not ? 

Mr Campbell — We collect the statements of the local audit officers, 
the staff of Mr Mukherjee, and also the statements from the Salt Divi- 
sion, and draw up proper commercial accounts < 

Sir F Gauntlett — I think it should also be stated that any attempt to 
show commercial results during the course of the year means such an 
elaborate system that the Finance Department would certainly not pay 
the money needed for the extra staff 

237 Mr J osln — I want to ask whether the powers delegated to officers 
at Sambhar Khewra are delegated under all circumstances or only for 
-eases of emergency ? 

Mr Lloyd — The powers to which Mr Mukherjee referred are delegated 
in all circumstances , 

Mt Mukherjee — The limit is only Rs 500. 

238 Mt Joshi — May I ask one more question s You are talking of 
commeicial accounts of this Department Is there much competition m salt 
produced at Sambhar and Khewra with salt produced elsewhere ? 

Mr Lloyd — Practically speaking, the answer to that is that there is 
little competition except m one or two markets which are equally access- 
ible from other souices Of course the governing condition which plays 
very vitally upon salt is comparison with the initial cost It therefore 
limits to veiy small zones the areas m which it is possible for Northern India 
salt to compete with salt from Bombay on the one hand or imported salt on 
the otkei 

239 Mt Joshi — It really means that in fixing .the price of salt you 
have to see that the cost of production is met ? 



78 


Mr Lloyd —That is all we aim at doing 

240 Mr Cocke —May X ask wky it is, if Mu Mukhcrjee is not really 
responsible for the commercial accounts and Mr Campbell is, that 
Mi Mukherjee’s signature appears over them and Mr Campbell’s does 
not * And may I also suggest that it would help very considerably this 
Committee if we knew a little moie what this commercial audit consists 
of 9 From Mr Campbell's lemaiks it would seem to be a question of 
putting together figures and nothing else For instance, the question of 
stock at the end of the year, if that weie reported on m these commercial 
accounts, it would be of the gieatest assistance 

Mr Campbell — The leport is submitted annually It is quite a lengthy 
leport drawing attention to such matters as accumulation of stocks, 
but from the commercial audit point of view we cannot be responsible for 
the actual stocks We accept the eeitificates of stock-taking from the 
Divisional Officers 

241 Mi Cocke — As regards vouching for expenditure and so on, that 
is all done by the other Departments ? 

Mi Lloyd — Yes 

242 Mi Neogy — It would appear that the Director of Commercial 
Accounts is a eompilei of accounts and that the business conscience is really 
supplied by Mr Muklierjee’s staff The report of the Director of 
Commercial Audit enables the Cential Boaid of Revenue only to exercise 
a sort of post-moitem conti ol and the leal day to day control can only be 
exercised on the report which Mi Muklieijee’s men submit 

Mi Campbell — That is exactly the position 

Sn F Gauntlett — Except to this extent. Sir, that I think that the Com- 
mittee is showing an indication to assume that the only control exercised is 
audit control 

Chairman — That was the very point I was going to make I think 
Mr Neogy said that Mr Mukherjee’s men supply the business, conscience 
I hope they do not supply the conscience, but they possibly jog the business 
conscience of the business manager — that would be a little bit more correct ; 
but of course the business responsibility is with the manager and not with 
the auditor 

243 Mi Neogy — And the Board of Revenue is m the position of a 
Board of Directors to review the Department from the eommeicial point of 
view ? 

Mr Lloyd — Yes 

244 Mr B Das — From last year’s report it appears there was no 
commercial account existing m the Salt Department and the report says 
the Central! Board of Revenue intend to take steps to commercialise 
accounts r and from the Accountant General’s report this year I find that 
even now proper commercialising has not taken place 

Chairman — When was the commercial account introduced * 

Mr Campbell— The 1st of April 1924. 

' CWm<m— These troubles about Sambhar refer to a date previous to 



79 


Mr Das — May I ask Mr Lloyd whether the commercialising of 
accounts is complete by this time ? 

Mr Lloyd — I think it is entirely complete 

* 

Sd F Gauntlett — You would agree with the suggestion that, the com- 
mercialisation is now complete, Mr Campbell 9 

Mr Campbell — Yes, Sir, it is now complete The books are still m 
arrears of course but the system is complete 

The next question taken up was the question of the audit of income-tax 
and other receipts under the control of the Central Board of Revenue 

245 Mi Lloyd (in answer to Chairman) — The subject is one which 
has been discussed amongst many others by a special staff kindly placed 
at the disposal of the Finance Department by the Auditor General whose 
report was placed m our hands on Saturday afternoon last and it would be 
very undesirable for me to attempt at this very short notice to express any 
final opinion on that 

246 Mr Bangaswami Iyengar — Shall we take it that the matter will 

be put before us when you have dealt with it ? f 

M) Lloyd . — It will be put before the Government of India 

Chairman — -This Committee might usefully ask for a report next year 
I doubt whether we can have it out this year under these circumstances 

247 Mr Bangaswami Iyengai — I do not want to hustle the Govern- 
ment m this matter at all but I do think it is necessary for us to state m 
our report that we consider this question important. 

248 Mr Lloyd — As regards check of customs receipts it is very closely 
connected with Mr Rajagopalan’s enquiry After discussion with the 
Auditor General we put forward the outlines of a system for improving 
the cheek on the work of appraisers before the collectors of customs, and 
called for their proposals Their proposals naturally took some time to 
compile and have required a considerable amount of detailed' examination 
"We are still at the stage of not having reached the point when we can put 
the proposals before the Government of India , but so far as my office is 
concerned the work is finished. 

249 Chairman — In the meanwhile has there been an improvement m 
the check ? 

Mr Lloyd — In the meanwhile we have been carrying on as before, 
because no improvement is possible on the lines indicated without incur- 
ring considerable expenditure for which we have to make out a very good 
case Apart from that, the subject has also been dealt with at considerable 
length m this report which we have just received from the special staff 
and we shall now require to co-ordinate the views from the executive side 
and from the special staff and make our final proposals to the Government 
of India 

Chairman . — We shall have to leave this over for the present too We 
turn now to the Audit and Appropriation Report, page 25, Customs, para- 
graph 29 I don’t know if the Committee want to take the general ob- 
servations first or the report and then come back 



Mi. Cocke.*— It we take the leport it will cover many of the general 
observations 

250 Chau man.— Yes, perhaps that is best It is page 98 of Uie 
Audit and Appropriation Report What rs the chief explanation of the 
saving of 3 lakhs on the voted expenditure * 

Mi . Lloyd .— Do you mean on pay of establishments 9 

Chau man —I mean the giant as a whole , on page 101 theie is a saving 
of 3 lakhs 

Mi Lloyd . — It will be seen from page 98 that there was a saving of 
3 lakhs on the pay of establishment That is the old tiouble which we had 
m the pievious yeai and which we aie attempting to meet by careful mea- 
sures when the budget is piepaied to make all due allowance for the 
savings lesultmg fiom various causes which always do occur 

Chairman — Then I thmlc perhaps we had best take it by going through 
it sub-head by sub-head 


Page 98 of the Report. 

251 Mi Cocke — Regarding this question of additional appraisers, 
which you said is likely to be held up for two or three years, is it possible 
for you to do something pending these final decisions to get some more 
check, seeing you have such a large amount available under pay of estab- 
lishments 9 

Mr. Lloyd — I for one am not satisfied that we have a case for incurring 
expenditure without having obtained the approval of the Standing Finance 
Committee and having the funds voted As regaids the saving under 
A -2 we hope to eliminate it with more careful budgeting 

252 Mi Cocke. — Would it have been within your powers to have 
done something m the direction I indicate ? 

Mi Lloyd. — I think it would have been within the powers of the Gov- 
ernment of India, but I do not think the Government of India would have 
been willing to do it 

Chairman. — That would presumably depend on the sort of ease you 
put up for them could you have put up a proposal for a temporary estab- 
lishment for the purpose of additional check, which would m your opinion 
have been of value ? 

Mr, Lloyd. — In my opinion it is no use touching this thing unless we 
organise the Appraising Department m the manner we have m contempla- 
tion and I do not think it is possible to do that unless it can be done with 
a certain amount of permanency 

253 Sir F. Gauntlett — Can you at a moment’s notice get temporary 
staff for check 9 

Mr. Lloyd. — W e could not 

245 Mi. Rangaswami lyengai . — I find that all, these savings are due 
to the fact that you have been able to employ cheaper men — does it not 
show that you have been ovei -budgeting your estimates all along and 
what steps have you taken to bring it more undei control 9 ' 
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Mr Lloyd. — It does show that till last year, — and I think this is 
common to most departments — there has been a tendency to frame esti- 
mates upon the actual personnel without making allowance for the sort of 
savings which inevitably occur m every department every year It is only 
possible by guess work to cut down these estimates so as to produce a 
figure which will approximate to the actual final expendituie, and that 
sort of guess work we are doing for the last two or three years We are 
putting down more lump cuts , this budget was drafted m October 1924, 
and you will find that we have made very much larger lump cuts m the 
budget we prepared last year 

255 Mr Neogy — With reference to the observation that Mr Lloyd 
made jcist now that more guess work is needed to keep down the expendi- 
ture, is it leally so much of guess work 9 I find vacancies are caused by 
transfers, promotions and retnements So far as transfers are concerned 
one cannot be quite certain , but as regards promotions and retnements, is 
it merely guess work 9 Cannot the department with some amount of 
accuracy foresee the number of vacancies likely to be caused by promotions 
and retirements m the cadres 9 

Mi. L'oyd — We can foresee the opeiation of the age limit under the 
Civil Service Regulations or the Fundamental Rules but we cannot foresee 
the opeiations of providence or the number of casualties 

Chou man.- — We discussed this a good deal on Friday and Saturday 
and I think we then came to the conclusion that there was a great deal more 
to be done m the way of finding what is the average expenditure as against 
the sanctioned staff year after year and basing what Mr Lloyd has called 
guess work on some estimates based on the law of averages I think 
Mr Lloyd’s guess woik is rather an understatement 

256 Mi Neogy — I hope it does not connote a distrust of the Assembly. 

Mr Lloyd. — I think the Central Board of Revenue can boast that it 
has a clean record m that respect We have not taken advantage of savings 
to introduce new expenditure 

Explanation A-3 ( page 98). 

257 Sn F Gauntlett. — There is one general point that arises on A -3. 

I have m paragraph 50 of my comment named about 20 cases — m which the 
piovision for expenditure has been made under other heads It is a 
general comment which simply has to be borne m mind m framing budgets, 
that the entry m the budget ought to be under the same head m which the 
expenditure will eventually be recorded 

Mr Rajagopalan — May I explain as regards A -3 and A -11 9 In the 
eouise of the year the ongmal budget piovision was split up into two, 
but the ordeis did not specify exactly the primary units for the purpose 
of according sanction to re-appropriation, with the result that the 
authoriues thought that no re-appropriation was necessary That has been 
set at rest from 1926-27 

Sir F Gauntlett. — I only mention it at this stage generally because the 
same thing occurs m about a dozen places 

258 Mi . J osht — May I ask, as regards A -3, whether there are no , 
receipts for over-time and holiday allowances 9 

HlGtFin 



Mr Lloyd.— Yes, there are receipts This is a gross figure— -not the net 
figure 

Mr Josln — Can you give me an idea of what you received ? 

Mu Lloyd — We leceived slightly more than the amount we disbursed 
There is a small excess on the receipt side because some of the fees which 
we charge are for services rendered by officers m their wording hours and 
therefore Government is entitled to that money 

$ 2 ? F Gauntlett — You will remember that this question of gross and 
net giants has been under discussion for the last three or four years , the 
same pioblem occuis throughout and as I said on Friday or Saturday, we 
propose to mtioduce the final rules from 1st April 1928 Till then this 
question may arise and it is quite impossible to> lay down an arbitrary rule 
^n the matter 

259 Mr Kaula — If the Committee desire, the corresponding receipts 
could be shown m the appropriation reports m the foot-notes 

Chau man. — I think it would be useful 

260 Mr Josln — In A -9 I would like to ask whether this expenditure 
on the electnc tabulating and sorting machine could not have been post- 
poned 1 

Mr Iloyd — If we had postponed that we should also have postponed 
a considerable saving m establishment because the adoption of this machine 
has enabled us to reduce the clerical staff , and of course we had the sanc- 
tion of the Standing Finance Committee for incurring this expenditure 

Chairman. — The answei is that it was not economical to postpone it 
and the Standing Finance Committee was consulted and agreed to it 

261 Sir F Gauntlett — Mr Kaula, may we take it throughput these 
notes that if you do not mention the fact, all excesses are covered ? 

Mr. Kaula. — Yes 

Su Fc Gauntlett — If they are not covered, we comment on the fact , 
if they aie, we do not The question whether it is a new service is a point 
of general importance 

262 Mr Josln . — If you spend Its 50,(300 upon a new machine and if 
you have not been using it, is it not a new service 2 

man. — Is this its first introduction m Customs ° 

Mu Lloyd. — Yes 

Sn F Gauntlett. — There is this to be said about it — the machine 
merely takes the place of the clerks already there 

Mr. Josln . — -My mam point is that this is a service for which you could 
have waited till the budget 

Chairman. — The Standing Finance Committee were satisfied that there 
were sufficient reasons foi not doing so , I think that is a sufficient answer 

Mr Lloyd. —And may I add, Sir, that the Standing Finance Committee 
are always very parefultp question the propriety of any expenditure during 
the year ? 

Chau man . — I tiqnk there is no question fligt the Government of 'India 
have under their powers authority to effect this re-^ppropr^ation under 
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tlie convention with the sanction of the Standing Finance 'Committee — 
winch is a convenient form of combining a ceitam amount of Assembly 
responsibility with the Government’s powers 

Explanation A.-ll ( page 99) 

263 Mi Neogy — .So far as the charges aggregating Rs 50,000 m 
Bengal aie concerned, the foot-note says there was no formal re-appropria- 
tion ? 

Mi . Lloyd — The omission to obtain foimal re-appropriation m respect 
of this sum was due to the confusion of which Mr Rajagopal in has just 
spoken, between the head A -3 and the head A -11, which previously had 
not been separated The amount had been provided undei A -3 , there 
was simply a failuie to transfer it to A -11 

264 Mr J oshi — I see here some institutions which cannot have any 
connection with the department at all for instance the Maternity Welfare 
Centie at Keamari I do not think any children of the employees take 
advantage of it 9 

Mr Lloyd. — Undoubtedly they do That is why they get a grant-m- 
aid There is a sort of little colony at Keamari of customs men 

265 Mi Joslu. — I am quite sure the District Charitable Society, Bengal, 
does not have anything to do with the department — it is meant for vaga- 
bonds and people like that 

Mr Lloyd { . — I am entirety of that opinion , but we used to give- 
more m the past and the Central Board of Revenue told the Charitable 
Society that we were going to discontinue this contribution altogether Hie 
Society said all their plans were very badly dislocated by this information 
and they asked us to give them a little ; we cut down the contribution iery 
largely and this year ive gave them nothing 

266 Mr. Neogy — What about (g) ’ 

Mi .1 loyd — That, I think, is the sort of fund which Mr Joshi considers 
we should support 

Mr Neogy , — Is there no corresponding fund m the otha provinces 7 

Mr Lloyd . — The figures -in item 11 are incomplete because we have 
not got the Burma figures here The penalties and fines from w Inch this 
expenditure is met m the Bombay Piesidency were credited to Government' 
and m Madras theie were no such fees , I think to a great extent that 
explains 1 he apparently greater generosity to Calcutta But you will see 
undei Bombay one of the items rs Charitable Institutions, and speaking 
Irom mem oil, that includes a contribution to a service fund of a some- 
what similar nature Naturally the funds m the different presidencies 
cannot be of the same -nature — they must vary slightly Under <{d) you 
will find CuMoms Benefit Fund which is of a somewhat similar nature I 
do not 1 nmk we can impose cast-iron legulations all over India to say 
how exactly the money contributed by Government is to be best used for 
the benefit of officers m each port 

267 Mr Neogy — How is the amount under (h) arrived at 3 

Mr Lloyd — This is a small payment that we make to the 'Charitable 
Dispensary at Chittagong. 
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Mi. Rangaswami Iyengai. — It is stated “ Provision for the above 
charges, excepting Rs 3,000 m Madras, existed under sub-head A -3 '' I 
want to hnow whether these items were specifically mentioned m the budget 
estimates snd whether they aie merely re-appropriations of certain amounts 
that had been sanctioned for expendituie m the year 9 

M) Lloyd — In 1925-26 I think there was a foot-note but I do not 
think it showed the charitable institutions and funds m detail 

Chan man. — That will be excessive information m the estimates 

Mr. Rangaswami Iyengar — I am not merely asking for the informa- 
tion has it been shown m the estimates that there have been grants m aid 
to the extent of Rs 78,000 under head A -3 9 

Mi Lloyd — It has certainly been shown during the last two or three 
yeans 

Chairman. — I may add that m the Demand foi Grant for the current 
yeai this sub-head A -11 is shown separately undei each province, so that 
we are now giving \ery full mfoimation m the budget 

268 Mi Rangaswami lyengai. — Would it not be better to show, m 
regai d to expendituie of this kind, that the money leally comes out of a 
fund which does not represent the taxpayer's money at all, and that it 
comes out of penalties, etc 9 Would it not be better to maintain a separate 
; pro foima account 9 

Mr Lloyd — I think that is leally a corollaiy to what Mr Kaula just 
undertook 

Chan man — As the money comes into the hands of the Government 
■the authority of the Assembly is required for spending it , so it has to 
appeal on one side as leceipts and on the other as expenditure 

Sir F Gauntlet! — I think another answer is that for many years this 
money was collected and spent without proper check and it led to many 
irregularities and so it had to come back to Government 

269 Maulvi Abdul Matm CliaudJmry — May I know if there is any 
institution for the benefit of Indians included m item (e) ? 

Mr Lloyd — Yes , the Seamen's Welfare Committee does not confine 
its attention to non-Indian seamen alone I think I am conect m saying 
that some of the institutions work for Indian seamen , but this committee 
is m the hands of the Marine Department of the Bengal Government and we 
have divested ourselves of a close interest m the details of the administra- 
tion 

Maulvi Abdul Matin Chaudhw y — Can you name any institution which 
woiks foi Indian seamen 9 

Mi Lloyd — I cannot because as I said just now we have divested our- 
selves of close interest m the matter and left it to the- Bengal Government 

Chairman — I think the answer is m the affirmative I had some- 
thing to do with these funds 

Explanation B. ( page 100) 

270 Chairman — That was a lefund, was it not 9 

Mi Lloyd — It is not technically a lefund because it was not so much 
money that we recovered fiom them as money which we ought to have allow- 
ed them to recover 
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271 Mr B Da<s referi'ed to “ C Land Customs Charges ” and said 
he had seen somethtmg mthe papers lecently about land frontiers and ports 
in Indian States The Chan man explained the situation 

272 Chairman — We will now come back to page 25, paragraph 29. 
Have you anything to say, Mr Lloyd, about the general question ? 

Mr Lloyd — Generally speaking, we entirely agree with the Account- 
ant General, Central Revenues, that the Sea Customs Act requnes amend- 
ment, and the fact that it has not been amended for nearly 50 years has 
made the examination of the requirements a very difficult and complicated 
matter We have, however, at last got all our proposals into shape, and 
the present position is that an amending Bill is being drafted 

Mi Cocke — When is it likely to be ready 9 

Mi Lloyd. — It all depends upon the programme of the Legislative 
Department 

Chairman — I have not thought it worth while to sanction extra staff 
to expedite this matter In fact I have refused extra staff to the Legisla- 
tive Department foi the special purpose of expediting the Sea Customs 
Act on the ground that it matters little whether the Bill is introduced m 
the September sessions or m January next 

273 Mi B. Das — May I know if this Act imposes any penalty on a 
person who diveits sugar that is intended for British India into an Indian 
State- port ? 

Mr Lloyd. — The Act imposes no penalties upon any one for committing 
what is not an offence It is not an offence to divert sugar to an Indian 
State port 

Chan man — The Act does give power to prohibit transhipment 

274 Mr Cocke — May I ask if the delay that will ensue by putting 
off this legislation till January next would mean any loss of levenue to 
Government during the next six months ? 

Mi Lloyd — The answer to that question, Sir, is m the negative I 
don’t think the Government will be losing anything very appreciably 
What is primarily wanted is to regularise the existing practice by which 
we have lelaxed the provisions of the Act as it stands m order to make it 
workable It would be impossible to enforce rigidly the law as it stands with- 
out making it both veiy difficult and certainly unneeesanly onerous to 
the tax-payer / 

275 Mr. Josln — May I ask what is the effect of the orders which the 
government seem to have issued ? Was it to mciease or reduce the re- 
venue ? 

Mr Lloyd. — The effect is neithei, Sir But possibly m some cases 
it would have been found quite impossible for the merchant to comply 
strictly with the letter of the law without incurring a liability, and to 
that extent these conventions and anangements involved a loss of levenue, 
but it is a loss which the Government of India are anxious not to recover. 

Chairman — The effect of these orders is to forego certain technical 
rights of the Government of India to collect revenue, the collection of 
which will inflict injury on trade 
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276 Mt Rangaswami Iyengat — Do you mean to say that the present 
amendment of the Sea Customs Act is not going to- be any kind of over- 
hauling of the whole scheme * 

Mi Lloyd —It is to be an amending Act 

M? Rangaswami Iyengcw — Theiefoie, I take it, that no pioposals are 
under contemplation which involve a revision of the whole Act 

Mr Lloyd— We have a few other proposals 

q Have you not considered the geneial question of levismg the 

Sea Customs Act altogethei having legard to the present position of the 
Customs duties m the Budget q 

Mi Lloyd — The Government of India have decided to be content with 
an amending Act They have given up the idea of a complete icvision at 
present 

Chan man — We met eh piopose to amend the clauses which have 
proved to be inconvenient 

Mr Neogy — Is it not likely to be done m connection with the lecom- 
mendations of the Taxation Inquiry Committee ¥ 

Mr. Lloyd. — I don’t think theie is anything m the Taxation Inquiry 
Committee which has much beaiing upon our proposals 

Mi. Joshi. — May I ask if the Government of India have powei to 
issue ordeis ? 

Mr Lloyd — That is a weakness which has largely conti lbuted to oui 
anxiety to amend the Act Oui action is not likely to be challenged because 
a certain amount of equity and good conscience must be impoited into the 
administration of the Act Moieovei, we aie always veiy careful to do 
nothing which m our view ovei steps the piovision of the law m our own 
favour 

Sit F Gauwflett — One answei to Mi Joshi s question is that even 
though it is admitted that it is only a relaxation m favour of the mei- 
chant, I bed eve theie aie legislative doubts as to the legality of even such 
a lelaxation 

Mi . J osh — It is f 01 the tax-payei to complain about 
Pai agi aph 30 of the Repot t 

277 Mr Joshi — I want to know the explanation of item ( n ) in this 
paragraph 

Mr. Lloyd. — The Collector said that he misinterpreted oui mstiuctions 
although we ourselves thought that they were sufficiently clear The 
Accountant General, Central Revenues, thinks those mstiuctions weie un- 
ambiguous There is no doubt whatevei that he acted m good faith, and 
we put the whole case before the Standing Finance Committee m Older to 
get letiospeetive approval, and the Finance Committee gave their appioval 

Mi . Joshi — Were the orders framed m such a way as to be misunder- 
stood bv the Collector His action might have been delibeiate ? 

, Lloyd His action was not deliberate he meiely misunder- 

stood our orders We told him that if the orders seemed ambiguous the 
proper course for him was to refer the matter for fuithei orders To 
tnat extent he went wiong 
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M) Eaula — The oideis wei e quite clear That is the opinion held 
by the Accountant Geneial, Bombay, too 

Mi Joshi — My opinion is that the Collector did set aside the Older 
of the Government feeling that he might not be allowed to do what he did. 

278 Mr. Rangaswami Iyengai — May I know if the Collectoi stated 
anything as to the necessity of having 6 appraiseis m place of 3 ^ 

Mi Lloyd — His proposals were accepted by the Finance Committee 

Chan man\ — The Collector probably mismteipieted the rules, m the 
light of what he had asked for 

279 Mr. B, Das — Do you consider that your piesent staff of apprai 
sers is sufficiently qualified, and do you get pioper men to do the appraising 
work ? 

Mr Lloyd — Broadly speaking, the answei is m the affirmative We 
don't admit that the staff is oveipaid But since 1923 there have been a 
few adjustments, but there has been no mciease m the level of salanes 

Mr. B Das — You think that youi present staff is quite capable and 
of sufficient ment and it is of such status that there will be no recurrence 
of such mistakes as those which occurred m Calcutta, and that there will 
be no chances of their being tempted to take bribes ? 

Mi Lloyd — It is very difficult to say unless you take a service as the 
one to which I have the honour to belong and it is paid on the same scale as 
our seivice is paid, that one can be certainly above temptation 

Mi Rangaswami Iyengai — It is a very great compliment to your 
service 

280 Mi. B Das — Will it not be possible foi you to appoint Assistant 
Collectors to check Appraisei ’s w oi k 0 

Mr Lloyd — That is a point which we are taking into consideration. 

I axes on Income — page 102 

281 Mi . Rangaswami Iyengai — It seems to me that the whole of this 
budget has been prepared on the basis of the existing staff and no attempt 
has been made to find out whctliei it will not be possible to make leduc* 
tions 

Chairman — There was a lump sum reduction this year 

Mi Lloyd. — I am afiaid we cannot take ciedit for that We find that 
m two provinces the estimates were fiamed not upon a eonsideiation of 
the actual staff employed at the time but on the average cost of establish- 
ments as shown by the ordinary methods of calculation, and Ihis was a 
very young depaitment Bioadly speaking, the aveiage cost was natuially 
considerably m excess of the cost based upon the actual seivice of the 
men, and those same piovmccs put m the item of savings to balance their 
mistakes I think on the whole it will be found that oui lesults m later 
years will be better 

Sii F Gauntletl — I think we might suggest that that method of esti- 
mating is quite incoiiect 

Mr Cocke — I should have thought that m a young growing depart- 
ment the average cost would be less than that 
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Mr. Lloyd— No Might I explain? If yon sanction a post on 
Rs 100 to Rs 500 by annual increments, the average cost is roughly 
Rs 350 ' 

Sub-head A-3. 

282 Mr Neogy — I saw a reference to the fact that there was a tend- 
ency to undertake less touring on account of the fact that the travelling 
allowances were not considered sufficiently atti active 

Mr Lloyd. — I have no reason to believe so* It has not come to my 
knowledge that any such suggestion has been made m the Income-tax 
Department 

Mr. Neogy — Do you think that the efficiency of the department does 
not suffer on account of less inspection ? 

Mr. Lloyd — From the information that we have, that is not our ex- 
perience 

283 Mi. Rangaswami Iyengar — Theie is a veiy appieciable saving 
under A-5 — Contingencies especially m Bombay ? 

Mi Lloyd — There is an explanation for it m the footnote, but it is 
very difficult to say how much economy could have been anticipated 

Explanation A-6 ( 2 ) 

284 Mu Joshi — Could you not foresee it ? 

Mr Lloyd — It is a curious thing that happened It was not a ques- 
tion of over budgeting The position is due to the fact that for the first 
time the Accountant General adjusted the charges for the year 1925-26 
m the accounts of the yeai 1925-26 whereas m pievious yeais he had ad- 
justed the charges m the accounts of the year succeeding that m which the 
work was done 

Chairman — Was that position taken after the budget had been pre- 
pared 9 

Mr Lloyd — To the best of my ability it was more or less accidental 
It was adjusted aftei the budget had been prepared 

284-A Sir E Gauntlett — Aie there payments still to be made to 
Bombay nov ? 

Mr. Lloyd — Speaking fiom memoiy, we have discontinued them 

Char> man — The fact is that there are now no payments to Bombay 
under this head 

285 Mi Neogy. — I do not understand what is meant by commission 
to planters m explanation A-7 ? 

Mi Lloyd — We don’t pay any commission Commission is one of 
the elements of the income which were taxable 

Page 28 — paragraph 31 

our lll^L^ Cke ~ Is ? 1S „ the only case of ^poitance to- be brought to 
our notice under income-tax ? 
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Mr. Lloyd — The Government of India condoned the irregularities m 
the sense of waiving the recoveries, but they did express disapproval of the 
action 

Mi Neogy — How much does this excess amount to ? What is the 
difference between the two scales ? 

Mr Kaula. — The difference is about Its 170 

Page 105 

287 Chairman — There is a saving of something like 33 per cent 
which is explained m A-l (2) as due to the transfer of clerks to other 
branches Is that a real saving ? 

Mr Neogy — Will not the transfer of clerks prejudice the work of the 
department ? 

Sir F Gauntlett — If it has any meaning at all it probably means that* 
a clerk drawing high pay was transferred to another department and a 
clerk on lower pay was brought on to that branch 

Mr Mukhetji — Clerks are borne on one scale and they are frequently 
transferred from ofne office to anothei and from one branch to another 

288 Mr Lloyd — I should like to take explanations A -2 (4) and 
A -3 (4) together Both deal with excesses and they are intimately con- 
nected because obviously weighment and manufacture must go together 
It a larger quantity is mauufaetuied a larger quantity has to be weighed 
I must first admit that the Northern Indian Salt Revenue Department 
has had a tendency to over-budget very seriously the manufacture and 
despatch expenses, the particulai leason being that theie has been a tend- 
ency at certain sources to take the maximum output obtainable regardless of 
whether our market requnements made it desirable that we should have so 
large an output We have tackled that question veiy seriously and we are 
trying to mtioduce anangements undei which the output should be 
limited to the amounts which we considei sufficient to meet the probable 
demand with a reasonable leserve The old practice of working out the 
maximum output meant that the department was inclined to budget for 
a possible maximum output Of couise, it is not possible when the budget 
is prepared to foresee what output fiom a source such as the Sambhar 
lake there will be next yeai So much depends on the rainfall and so forth 
The maximum output that is possible is usually considerably more than 
the actual output of the year And that I believe to be really the explana- 

, tion of what we do admit was senous ovei -budgeting m these matteis of 
supplies and services m manufactuie and weighment We are doing our 
very utmost to rectify this irregularity, as it might really be called, whicli 
we have inherited I have looked at the accounts for 1926-27 and I find 
we have succeeded m these two heads togethei, with one or two minor 
heads, m reducing the excess fiom one of 8 lakhs of rupees to one of under 
3 lakhs of rupees So far as the figures foi 1927-28 are concerned, the 
year which is now m progress, we are inclined to think that we shall pro- 
bably find we have actually under-estimated expenditure on manufacture 
and despatch and may have to come up for supplementary grants After 
my experience of the past year, I should prefer to have to face the possi- 
bility of having to ask for a small supplementary grant 
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Chau man— I should like to draw attention to some lathei significant 
figures for this yeai The aetual expend] tuie for 1925-26 is 90 laklr> 84 
thousand, budget estimate for 1926-27 99 lakhs, ie\ised estimate for 1926-27 
86 lakhs So we are going to 1m e a saving of nearly 13 lakhs to ask Mr 
Lloyd about next year But the leally significant figure is this Budget 
estimate foi 1927-28 is 87 lakhs It looks merely on statistical evidence 
that m the cm rent year’s budget we have put right this n regularity 

289 Mr Neogy — Do I understand Mr Lloyd to say that for all piac- 
tical purposes the quantity manufactured will m future be laid down by 
the Central Board of Revenue * 

Mi Lloyd — Not absolutely literally to the last maund, but we are 
keeping a very close watch o^er output and stocks and we are giving the 
sources direction as to the extent to winch the crop should be obtained in 
each year But of course we cannot absolutely lay down a specific quan- 
niv because of the i aganes of the climate winch may make it impossible 
fci that quantity eien to be leached Or it may be necessary, owing to 
weather conditions, to start earliei in the season than we should like to. 

Mr Neogy — But the difference seems to be that wheieas so far it 
has been tbe subordinate department, the local officers m flic Salt Depart- 
ment who determined the quantity of output, m future it will he more 
the Cential Board of Re\enue who will determine it 

Mi Lloycl — Yes, we aie taking that lesponsibility. 

290 Mi Cocke — I take it, Sn, that the statement on page 115 has 
a veiy dnect beaiing on the point that is raised now' We find there that 
ve ly excessive stocks weie held at the end of the yeai m comparison with 
the opinion 58 lakhs opening balance, closing balance 92 lakhs of maunds 
It would appeal that ierv much moie salt is taken over than is neeessaiw 

Mi Lloyd — Well, I told the committee last yeai w r e has e been 
seriously exercised o\ei this question of stocks and an officer on special 
duty w r ho lias been working with us has devoted a veiy gieat deal of atten- 
tion to it I can assuie the committee we aie doing our utmost to put the 
matter on a sound footing 

291 Mr Neogy, — So far as the year under reuew is concerned, isn’t 
it the position that the restricted output is due not so much to the control 
exercised from the Board of Revenue as fiom failuie on the part of those 

officers w r ho made their estimates to realise their estimate about the 
output ? 

Mi Lloyd — I think, Sir, as I said before, it is leallv owing to the 
tendency of the offieeis to piovide too large a sum m the budget on tbe 
ott-ehanee that climatic conditions might make them desire to spend that 
amount 

Mr eogy — It was their failure that w T as responsible for the non- 

reabsation of the output 9 

Lloyd — At that time they were getting all the salt they could 
•a he point is not so much that they failed to spend the money as that they 
esimated too highly 

292 Mr J osln — In a ease like tlus what does the Finance Depaitment 
do Isn’t it their responsibility to some extent to watch the budget ? 
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Mi Lloyd. — The Central Boaid of Revenue is part of the Finance 
Department ' 

Chau man — -My ansuer to ' that is that wliat the Finance Department 
have done is that m the eunent yeai ’s budget with the help of the Central 
Boaid of Revenue they have arrived at a net figure which I hope is veiy 
much neaier the true facts 

Mr Joshi — That is afterwards But when making the budgei of 
1925-26 could not the budget officer have pointed out that it was o\er- 
budgeted ? 

Chau man — You must remember that these facts have come to light 
to some extent since the budget for 1925-26 was prepared We have been 
at the question of over-budgeting all the time and we have been, we hope, 
getting neaiei the tiuth year by year 

293 Mi Neogy — But was the past practice to allow whatever the local 
officeis wanted ? 

Mi Lloyd — I think for all practical pui poses that is so 

294 Mi Ranga-swami Iyengar — Isn’t it also the Finance Depart- 
ment’s duty to examine the operations of the department and the expendi- 
ture with reference to the stocks 9 

Chan man — It is a duty that is perfoimed by the Central Board of 
Reienue on behalf of the Finance Department surely But if the point 
is that this is a serious case of over-budgeting m which all the departments 
concerned, of whom the Finance Department is one of the most impoitant, 
were at fault, I agiee entirely 

Mi Rangaswami Iyengai — I only want to put it that when the 
Finance Department scrutinise the pioposals it should also sciutmise the 
stock on hand before it accepts the figuies of the Central Boaid of Revenue 

Mr Lloyd — That would only be effective if such a scrutiny was 
coupled, as it now is coupled, with instructions to the subordinate officers 
hew much they should manufacture In the past unfortunately there has 
not been the same lestnction upon output as we have very urgently insisted 
upon since we took conti ol of the department 

295 Su F Ganntlett — I would like to say something on a small ques- 
tion You will see how very largely manufacture and excavation chaiges 
loom m A -2 (4) and despatch charges m A -3 (4) Wouldn’t the com- 
mittee like these figuies shown sepaiately seeing liow big they are 9 I 
think this is one of the cases where sepaiate exhibition of veiy important 
figures might be desnable 

Chau man — Mr Kaula will take a note of that 

EtcplanaUons B -3 and B.-6 Page 108 

296 Mi. Neogy — Saving under item B -3 is said to be due to small 
evpenditure on tiavellmg allowance and excess undei N-6 to larger ex- 
penditure on the tour chaiges How do they reconcile 9 

Mi Mulhei y , — Travelling allowances are amounts paid personally 
to Government servants and tour chaiges are incidental charges incurred 
bv Government m the course of the tour 
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Explanation D.-2 Page 109. 

297 Mr Josh — Didn’t you foresee this 9 

Mi Lloyd.—. If we had foreseen it we should not have put it m the 
budget 

Mi Bangaswami Iyengar — What happened then to make you not 
foresee it ? Apparently these sums w ere put down because you intended 
to pui chase and they were subsequent^ abandoned 

298 Chairman. — Was it a question of a decision not to purchase or 
simply of postponement ? 

Mr. Mnkheiji- — It was a ease of non-purchase, Sir When the budget 
provision was made the idea was to purchase but afterwards I raised this 
question and inquired whether it would be a pi ofitable business to purchase 
these things lather than to hire them from the B B and C I Railway. 
And it was decided not to purchase them 

299 Mi Joshi — If the Audit officer could at a later stage make a sug- 
gestion, why could he not make a suggestion eaiher ? At what stage were 
the suggestions made ? 

Mi Muhheiji — As soon as I found the piovision m the budget, Sir 

300 Mi Neogy. — Isn’t it a bettei plan to consider such matteis before 
the budget is prepared ? 

Mr Mnhheiji.- — It was when the item was mqiuied into that I raised 
the question 

Mr Lloyd — I think the Audit Officer has been consulted on the budget 
for 1926-27 and 1927-28 but I don’t know whether the practice will be 
maintained 

301 Mi Josh — Would it not be better if m such cases you go through 
tlmse circumstances eailier 9 

Chan man — You cannot of couise at the time of the budget consider 
every detail The prousion of the budget does not mean that you will 
uemssanlv spend You tiy not to include things m the budget unless, you 
aie likely to spend them What happened m this case was that a scheme of 
purchase was changed to one of hue I don’t think that Mr Mukhcrji's 
position is such that he is necessarily consulted as to the preparation of the 
budget 

Mr Lloyd — -No, Sn In this particular case, here is an item of expendi- 
ture which, had been approved by the Standing Finance Committee and 
which has been provided for m the budget Then aftei wards Mr Mukherji 
m the course of certain other inquiries found considerations which led him 
to suggest that we should reconsider that decision I don’t think you can 
assume that that is likely to happen m eveiy case 

Chairman — It is after all a case m which we have pi esumably wisely 
changed from pui chase to hire with advantage to the tax-payei I don’t 
think there is very much m this that can be brought to blame anybody 
concerned 

Mi. Kaula.— It only illustrates the advantage of higher audit. 
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D 4 — General question of ovei -estimating. 

302 Mr Lloyd — I should like to assure the Public Accounts Committee 
that we have taken the matter very seriously m hand and that a certain 
item which has appeared for some years past m the demands foi grants we 
have now definitely declined to allow m the demands 

303 Mr. J osln — It is stated m explanation D -4 that some work was 
commenced without the sanction of the detailed estimates Is that the 
-ordinary practice m the department ? 

Mr Lloyd — No, Sir At least not now The work was commenced 
on the sanction that was given to and the project estimate piepared by the 
Commissioner of ' Salt Theie was a misunderstanding The Salt 
Department thought the Chief Controller of Stoies would put the estimate 
and it was no part of the Chief Controller’s duty to do that The conse- 
quence is expenditure was incurred on the project estimate without detailed 
estimates having been prepared We have now made a definite rule that no 
expenditure shall be incurred until the detailed estimates have been sanc- 
tioned by the proper authority 

Page 110, 1 ( a ) 2 — Development of Salt Mvnes at IGiewia 

304 Mr Rang aswami Iyengar — Wasn’t it possible to anticipate this ? 

Mr. Lloyd — This is the item I spoke just now which we have declined 
to allow to appear m the demands for grants 

Mr Rangaswami lyengai — You mean to say that this item has been 
regularly appeal mg m your demands and never been used 

Mr Lloyd — Yes, m 1926-27 we allowed it to appear once more on the 
strict understanding that we should not agree to leappropriation from it ; 
This year we made it absolutely reappropriation proof by declining to put 
it m 

305 Chairman — Explanation 4 — Purchase of sidings — Does this mean 
that the sidings were actually purchased and taken delivery of m 1925-26 
but could not be paid for till 1926-27 1 

Sir F Gauntlett — I imagine', Sir, that the Bombay Baroda Railway 
could not work out the amount that had to be paid and therefore did not 
raise the exact debit 

Mi . Mukherji — They said they were waiting for sanction of the home 
authorities to the sale of the sidings and that is why they could not raise 
the debit The sidings were there all along, and have been used 

306 Mi Neogy — Explanation 7 Purchase of the Gudha Society’s 
Light Railway (Sambhar) — When was the Society allowed to construct this 
line and when was it pui chased s Isn’t the Society presided over by a 
retired officer of Government ? 

Mr Lloyd — He is now on foreign service with them 

307 Mr Neogy — Couldn’t Government do it themselves instead of 
allowing somebody else to do it ? Who made the valuation 9 

Mr Mukherji — There is a particular Kyar at Sambhar at which 
extraction is done by contract as m the case of other Kyars And this con- 
tractor suggested that it would be better both for the contractor and the 
'department if the contractor was allowed to lay down a light railway which 



would enable a saving of labour and other things And permission was 
accordingly accorded to the contractor to lay down the line And there was 
no question of Government taking the line or purchasing it from the con- 
tractor This decision was afterwards arrived at, I think the next year. 
The valuation was made by an officer deputed by the Railway Board and 
according to his valuation the amount was Rs 82,695 which was sanctioned 
for the project 

Chan man — It was a question of revision, of making a new contract 
for the neai year and it was found on the whole to be moie economical 

308 Sir Frcdei ic Gauntlett — W as valuation larger than the original 
cost price ? 

Mr Mukhei jee — The cost price as reported by the Director was a little 
less than this amount 

Chairman — It was very close to the figure as far as I remember This, 
went befoie the Standing Finance Committee 

309 Mr Neogy — Why was not the provision made m the budget ? 
Where was the huirj about it ? Is it not consideied to be a new service 
by the Auditor General ? 

Sir Frederic Gauntlett — That particular question was not raised before 
me 

Chan man — It was not a new service 

Mr Neogy — So far as the purchase of the land is concerned, it might 
be interpreted as a new service 

Si i Fi ederic Gauntlett — I do not like to give anything like a decision 
on the question because it has never come before me at all There is the 
view that the contractor was extracting salt with the use of this railway and 
there was for that extraction, I presume, a contract for a lump rate So, 
that is not a new service 

Chairman — That was a new contract on revised terms This is 
obvioudy one of those cases which come near the border line The purchase 
of that sort of tiling is quite a common occurrence at Sambhar 

Mr. Lloyd — It is rather the laying down of lines 

The Committee then adjourned for lunch till 3 pm 
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Evidence taken at the ,5th meeting of the Public Accounts .Committee held 
on Monday, the 8th August 1927, at 3 p.m 


Present 

(1) The Hon’ble Sir Basil Blackett, K C B , K C S I , Chan man. 

(2) Mr H G Cocke 

(3) Maulvi Abdul Matin Ckaudhuiy 

(4) Mr B Das 

(5) Mr A Rangaswami Iyengar 

(6) Maulvi Sayid Murtuza Sahib Bahaclm 

(7) Mr -N M Joshi 

(8) Mr G Saivotham Rao 

(9) Mr K C Neogy 

(10) Sir Frederic Gauntlett, Auditor Geneial "" 

(11) Mr G Ivaula, Accountant General, 

Central Revenues 

(12) Mr C W C Carson Controller of Civil 

Accounts > Weie also present 

(13) Mr T K Rajagopalan, Officer on Special 

Duty 

(14) Mr D C Campbell, Director of Com- , 

mercial Audit J 

Mr A H Lloyd, Member, Central Board of Revenue ”') 

Mr V S Spndaram, Secretary, Central Board of r Witnesses 
Revenue j 

Piofit and Loss Account , page 112 

310 Mi Cocke. — I notice that the closing stock on page 113 works out 
at Rs 7,11,000 but on page 115 it works out at 22 lakhs I understand 
the difference is due to the fact that the 22 lakhs represent the sellmer 
rates 9 

Mi Kaula — That is so 

Mr Campbell — The cost at Sambhar works out at about less than an 
anna and the selling rate is about 4 annas This is exclusive of the duty 

311 Mr Cocke — How is the wastage of 8,538 m relation to the large 
stock of 99 lakhs of maunds ai rived al 9 Is it not very much bigger than 
that S 

Sir F Gauntlett — It is qualified In the phrase * written off by compe- 
tent authority \ 
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Mi Lloyd — It is the amount detected 01 rather calculated In former 
yeais there were no very satisfactory arrangements foi attempting to secure 
a -verification of stock We now arrange wheiever possible that a definite 
piograinme of cleaiance should be worked out so that various heaps would 
within a reasonable time be cleaied so that m futuie the stocks would be 
verified by the actual process of their lemoval except m the one case of the 
cential stock at Sambhar Here we considered the possibility of surveying 
and measurement, but we found it impracticable and consequently m order 
to relieve our minds of suspicion, we took special measures for control by 
responsible ^supervising officers of the transfer of the salt to that stock 

312 Chairman — Pei haps Mr Lloyd can give us a graphical picture of 
Sambhar m this connection 

Mu Lloyd — I would diaw attention to the fact that if you tiavel m a 
trollev you will find that everything beneath you is salt 

Mi Cocke — In view of the fact that the wastage is fanly lieaw it 
occurs to me that this account next year might be thrown out very laigely ? 

Mi Lloyd — That is always possible m the case of othei factories , the 
accounts have been considerably dislocated by the need to write-off very 
large wastages 

Mi Mukherji — Theie has been a Aerification recently as a result of 
which 4 lakhs of maunds have been found deficient out of a total stock of 
92 lakhs 

313 Mi Joshi — Would you explain the 4 lakhs annual wastage 9 

Mi , Mukhei n — It came to about 44 pel cent This stock was not 
touched for yeais It was of course added to and subtracted from This 
was the first attempt at a verification 

Mr Bangaswami Iyengai — Is not the salt regularly measured ? In 
Madras they are put m definite kews so that the measuiement is easy 

Mr Lloyd — The conditions m Sambhar are very different from those 
in a single factory m Madias producing only a small fraction of what 
the former produces 

314 Mi Joshi — Do you accept the figuies as correct, — as to these 
stocks being not more than they ought to be 9 

Mi Lloyd — Well, that is one of the points we have very carefully 
and anxiously gone into, and we have utilised to the full the services of the 
officer on special duty, who was gnen to us We have diawn up a sort of 
uolicy winch aims at avoiding the holding of excessive stocks In our 
mew the closing balance m the accounts of the year under review now was 
excessive and we are woikmg to a policy winch will prevent oui holding 
such large balances m future 

315 Mi Joshi —Can you say that this w-astage was due to the accumu- 
lation of stocks more than to anything else ? 

Mr Lloyd —Everything else being equal, I presume so 
less stocks 7’ , — Do y0 " thmk would haTe a figure, it theie weie 
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Mr Lloyd — I don’t tlnnk it would have been a less figure but a less 
percentage 

316 Mr Rangaswann Iyengai — What does this figure 99 lakhs of 
maunds represent, — how many yeais’ consumption ? 

Mi Lloyd — It lepiesents slightly over one yeai’s consumption 

317 Mi Code — What weie the stocks down to at the end of March 
1927 ? 

Mi Lloyd — I am afraid I cannot remember I think I am conect m 
saying that the stock now is about 93 lakhs ot maunds and that is well 
towards the end of the manufacturing season, so that that piobably repre- 
sen t> 30 or 40 lakhs of maunds next Match , those aie of course veiy 
rough figures 

318 Mi Code — You take the stocks heie at vaiymg lates, 4 annas, 
3 annas, etc aie vou in a position to put up voui puces to meet that 
loss n 


M) Lloyd — We have done so, Sn When the results of this account 
weie considered and the final oideis lefened to m the Auditor Geneial’s 
lettei on this repoit had been lecened or possiblv m anticipation of that, 
v e fixed reused puces sufficient to coiei foi the iutuie on those calculations 
the cost of production The inciease was a inaltei of pies 

Mi Mnlhcrp — In the salt lange we raised prices half an anna a maund 
and m the Rajputana unices, except foi Didwana, we raised puces 3 pies 
a maund on our calculations and that will pi event us woiking at a loss m 
the inline , but of eouue that will not pioudc foi recoiering the past 
loss. 


319 Mr Josln — With rcgaid to the statement of liabilities and 
assets, is the amount put against land the piesent in ice or the puce paid 
foi the land sometime ago ? 

Su F Gaunilett — The land would be at cost price with depieciated 
ialae for the building Was this figure, Mr Campbell, taken at the 
original cost price ? 

Mi Campbell — A portion of it is the ougmal figure 

320 Mr Neogy, — Which is the figure for loss that you take into 
account m raising the puce of salt ? 

Mi Lloyd — The figure which appears m the Auditor General’s letter 

Mi. B. Das — May I ask whether it is the original book value or 
depreciation ? 

Mr Mnhherji — In all these cases the figures represent cost price 
and not the depreciated value because we have got a depreciation fund 
to w'hich eontubutions are made eveiy year evei since the commeicial 
accounts were introduced 

Chairman — If you started with the original cost foi the machinery 
some of which might be a good many years old, did you put a corresponding 
item into the Depreciation Fund ? 

H164Fm 
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Mi Lloyd —There was a valuation on the 1st April 1921 and we started 
with that 

321 Mr Rangaswami lyengat . — With regard to the interest on capital 
(page 112), what is the total capital upon which you have calculated « 

Mi Mukhei ji — The capital as estimated on the 1st April 1924 plus 
subsequent expenditure of a capital natuie 

322 Mi Rangastvami lyengat. — -Wliat is the rate of interest chaiged ? 

Mi Mukherji — The average rate of interest for all expenditure since 
1st Apul 1924 and 44 per cent on the old expenditure 

Mi Rangaswami lyengat — You kept a capital account for all the 
expenditure incurred before ? 

A — Formerly there w r as none 

323 Mr Jo sin — Is it necessary to pay interest to general revenues 
lecause all the capital was paid out of geneial revenues ? 

Chau man — If you want to get an estimate of what it costs you so 
that you may sell it at exactly cost price, you must allow foi interest on 
your capital expenditure 

324 Mt Rangaswami lyengat — It had been said that the impio\e- 
ment of Sambhai led to an mciease m the output by 66 per cent m a 
paiticulai year What is the position 9 

Mt Lloyd — Of course against that we had to set the fact I have had 
just now to explain that we have had to cuitail pioduction because as 
soon as these improvements were carried out, the pioduction was m excess 
of our immediate requirements The piopei nay to look at the Sambhai 
Lake scheme is not that it was designed to bung m a gieatly increased 
quantity of salt but it was designed to make sine that, if an emergencv 
aiuse, we should be m a position to pioduce an increased quantity of salt 
and also to secure greatei stability 

325 Mt . Rangaswami lyengat — And theiefore I take it that when the 
Sembhar Lake scheme was decided upon, you really had no idea of what it 
was that you w anted this improvement foi, — whether to mciease your 
production on a commercial basis, to get it cheaper oi to secure a guaranteed 
supply ? 

Mi Lloyd — I am quite certain that at the time the primary motive 
was to increase the guaranteed supply, not to make it cheaper. The scheme 
took into account the possibility of a severe shortage of salt m Northern 
India at a time when communications with the outside world were very 
much dislocated owing to the war The task set was to relieve the Govern- 
ment of the fear of a disaster m 1917 

326 Mr Rangaswami Iyengar — The net result of the whole of this 
scheme was that you are now in a very much better position 9 

Mt Lloyd — In the matter of secunty and of bemg m a position to 
im tease oui output if necessity arose 

327 Mr Rangaswami lyengat. — Not because it was a commercial 
proposition 9 
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Mr Lloyd. — I do not think that was a primary motive of the original 
undertaking of the work 

Chairman — You do not mean that it was not a sound proposition ? 
The point was that it was really absolutely necessary if we were to continue 
the self-imposed task of providing Northern India with salt at reasonable 
rates 

328 Mr Bangaswami Iyengar — Are we really to treat this Sambhar 
improvement scheme as an emergency measure or as a measure adopted 
with due regard for the security of the salt production, or are we to treat 
it as a business development ? 

Mu Lloyd — I think I would myself like to say that the primary 
consideration was not the last one 

Mi Bangaswami Iyengar — Do you expect it would be a business pro- 
position m due couise ? 

Mi Lloyd — That depends upon the demand Supposing the demand 
for Sambhar salt were mci eased by 50 per cent , we should increase our 
production - but not the initial overhead charges and the price would be 
lower 

Sir F. Gauntlett — If the admmistiation had been m the hands of an 
ordinary business him and they found that they were relying very largely 
on a veiy preeanous source of supply, it would be an ordinary business 
proposition ? 

Mr Lloyd. — It would put up the price of the salt to cover the excess 

329 Mi Neogy — To what extent has stability been achieved ? 

Mr Lloyd — I am afraid I am not prepared off-hand to give the figures 
but Ave aie satisfied that Ave are m a much better position to face unusual 
climatic conditions than ever before 

330 Chairman — I take it under pre-1917 conditions you might have 
had a very serious shortage had it not been foi the works ? 

A — That is so 

331 Mr Neogy — There is a definite relation between rainfall and 
production 0 

Mu Lloyd — Rainfall is not the only thing ; excessive rainfall may be 
as had. 

332 Q — So that the factor of uncertainty has been minimised by 
the neiv devices ? 

A — To the best of our belief, that is the case. 

333 Mr, Joshi — Have you had any scientific investigation undertaken 
so that you might get more salt ? 

Mr Lloyd — I think that was a great part of the work done in the years 
1921-23 I think that the officer who carried out the work is entitled to 
claim that he tackled the problem m a scientific manner and his works <■ 
Aveie designed to get suitable brine m suitable quantities at the proper 
time of the year 
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334 Mi Neogy — You think the electrification of Khewra was also 
considered from the eonrmeicial aspect, — as to how far it wonld lead to 
economy m working « To what extent do you think the expectations have 
been realized ? 

Mr. Lloyd — We are not convinced that it has been commercially a 
particularly piofitable investment 

335 Chairman — What exactly is the meaning of the word ‘ electrifica- 
tion ’ here ? 

Mi Neogy. — Is it merely for power purposes or is it m processes m 
the manufacture q 

Mi Mukhetji . — Mainly to supply power in connection with excavation 
-with the help of drills, and this is done by electrical plant 

336 Q — This has I believe supplanted manual laboui to some extent ? 

Mr Lloyd — One reason which moved Government to approve the 
'scheme originally was that there was a considerable difficulty with labour 
then, and it was felt that the introduction of labour-saving de\ices would 
not perhaps so much piovide actual cash economies as guard against the 
dangers resulting fiom the existence of these labour difficulties 

337 ilir. Neogy — If power is utibsed m driving drills, 1 want to 
know what exactly was the substitute for it — hand labour or steam plant ? 

A — Between the two It was to increase the amount of work done 
by maehmeiy , pieviously the amount of drilling by machinery was limited 
because theie was not the same amount of power Some part of the 
drilling was actually done by hand , some of the excavation was done by 
hand and some by drill , electufication has theiefoie released steam powei 
foi other operations and m ceitam seasons of the year that has led to 
complaint of unemployment 

338 Mi Neogy. — Without being unduly critical, possibly it was an 
unduly optimistic idea that the introduction of labour- sarong devices must 
natuially he economical, wasn’t it ? 

Mr B Das — One reason was that officers in Khewra might have 
electricity supplied free ? 

A — That might* be an inducement to the officers m charge, but after 
all the scheme was put through by the Commissionei and by the Govern- 
ment of India, none of whom have occasion to enjoy the electric lighting 
there 

339 Mi . Neogy — This scheme of electrification at Khewra was sought 
to be justified before the Standing Finance Committee, I think, not so 
much on the ground of labour saving as on the ground of eventual economy 2 

Mi. Lloyd — I am afraid my memory is short, but I am inclined to 
think that we shall have to admit so far as the second part is concerned that 
there may have been undue optimism 

340 Mr Neogy. — Who is responsible for making the bad estimate 
that it would lead to economy ^ 
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Mr. Lloyd — The responsibility rests upon the Government of India 
ultimately 

341 Mi . Neogy — Who initiated the proposal ? 

Mr Lloyd — We had an expert adviser who made the proposal He 
is not a Government servant He was a mining expert 

342 Q — Surely he could not have reported on the ■financial aspects ? 
That v as a matter to be decided on by the depaitmental officers ? Who 
aie the depaitmental officers who initiated this proposal 1 

Mi Lloyd — I suppose the Comimssionei at the time 

343 Q — You have not got the facts befoie you ? 

Mu Lloyd. — No 

344 0 — I think the Standing Finance Committee were told when the 
thing was installed that the whole basis of the scheme lested on the financial 
lock What are we to think of the estimates of those officeis 0 

t* 

Chairman — When you say that it has not led to economy are you 
speaking iiom ascertained facte ? 

Mi Lloyd. — I suppose there is a certain amount of theory even m 

that 


Chairman. — My impression is that this is the first time I lemember 
heaung of a statement that it had not led to economy I should have 
thought from a recollection of the case that our experience cannot be 
paiticularly long enough to say what its final results would be 

Sir F Ganntlett. — I w 7 as asking Mr Campbell whethei he would com- 
pare the results of this year wuth the previous years He said that this is 
the fnst wear of the commercial accounts and unless you completely i e-cast 
the whole of the accounts it was quite impossible to saw 

343 Mi Rangasivami Iyengar — This scheme of electrification was 
pul befoie the Standing Finance Committee on the ground that it con- 
duced to economy and on that representation they sanctioned it The 
question !<= whether it has produced that lesult 

Mi Neogy — This must have led to raising the puce of salt, and salt 
being a pi ime necessity of life you must not stick to this, and if necessary 
you miglit icveit to the old order of things 

Chairman — I cannot admit it led to a raising of prices 1 do not 
know' whether it led to a reduction 

Mu Neogy — If it has proved uneconomical, to that extent it may 
have contributed towards the laismg of the price 

Mr Lloyd — I have committed myself too readily to the suggestion 
that it has not been economical 

Chan man. — I have never heard of it before 


346 Mr Kaula — It will be seen on a reference to note (1) that 
the work has not been completed during the year under review If it was 
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completed it must have been completed m the following year 1926-27 and it 
may be too eaily to judge 

Chau man— We are all proceeding on Mi Lloyd’s statement that it 
v as not economical On what did you base that « Have you got figures 
vitii you at the moment 9 

2b Lloyd— l was basing it upon a very faulty memoiy I had the 
lmpie^sion that somewhere we had the statement put beioio ns that it had 
not been economical I must have been thinking of something else, I am 
afiaul I wonder if X may be permitted to ask Mr Snndaiam 

Chan man — Certainly 

2b Lloyd — (After consulting Mr Sundaram ) I would ask per- 
mission to withdraw the statement that I made befoie I am afraid I had 
a taultv memory and Mr Sundaram has now lemmded me that I was 
thinking of another matter altogether and that is the proposal foi intro- 
ducing electncal transport m the mines which we have thrown out not on 
the giound that it has proved unprofitable but we came to the conclusion 
.that it vould not be profitable and the scheme has not been adopted I 
/ must apologise to the Committee for having got so confused As the 
Accountant General has pointed out, the scheme has only recently been 
completed and it is only a few months since it has been m operation There 
is nothing to show that it is not a paying proposition 

347 Mt Bangaswamy Iyengar — Why, then, did you start the electri- 
fication ‘i 

2b Lloyd — It was part of a big scheme 

Mi. Bangaswamy Iyengai — Why did you want to electrify m place 
of the manual labour that you had before ? Was it on account of cheap- 
ness 9 


Mr Lloyd — It was the idea when the scheme was formed both to 
save trouble with labour and for economy 

Chairman — I have the Standing Finance Committee proceedings of 
the 28th January 1922 (Reads) This may not be the particular case 

Mr Neogy — I am afraid that all the improvement schemes m connec- 
tion with salt supply, whethei m connection with Sambhai or with Ilhewra, 
ongmated with the idea of increasing the supply That was the original 
justification put forward and I am afraid that the Central Board of 
Revenue is going back upon that. 

Mr. Sundaram — We wanted to increase the output there At that 
tune there was a shortage of salt m India immediately after the war 

Mi. Lloyd — And it was also believed that the electrification scheme 
would be economical 

Mr Neogy. — Mr Lloyd a few minutes ago observed that the justifica- 
tion pumarily put foiward was the necessity for increasing the supply and 
although that was the justification put forward befoie the Co mm ittee 
last year, that position has been given up Now it is not so much to in- 
crease the supply as for stability of supply 
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Chan man — There was no question that the work done has enabled 
us to pioduce a larger amount from Sambliar, but the question is what 
was the primary purpose of the expenditure The primary purpose was 
stabilisation 

348 Vi. Neogy — When these proposals were put forwaid, so far as 
I am concerned — I do not know about my colleagues — we always thought 
that by enabling us to increase the output this Department would m the 
end enable us to be self-sufficient or self -rebant so far as the supply of salt 
was concerned, that is to say, that we would be able to do away altogether 
with foieign salt That was the idea m our minds — I am speaking for 
myself — that the manufacture of salt would be so cheap as to enable the 
Depaitment to compete successfully with foreign salt m the maikets m 
which thcj cannot at piesent compete Far from achievng that object v e 
find that the price of salt has gone up 

Mi Lloyd — The price of our salt is still exceedingly cheap The con- 
trolling factor more than anything else is still the railway fi eights 

349 Mi Neogy — You have not been able to push out foreign salt ® 

Mr Lloyd — Because of the railway freights and long leads 

Mi. Neogy — That ought to have been taken into consideration 

Chan man — So far as I am concerned, I do not remember of any 
occasion when Government came with a statement that the object of any 
particular salt expenditure w r as to make India self -suppoi ting m the matter 
of salt supply 

Mr Neogy.- — When you referred to salt shortage m a particular y,ear 
as the pnmary justification for coming m for this large expenditure, the 
non-official Indians, at any rate, came to the conclusion that m the course 
of a few years they would be m a position to be self-sufficient 

Chairman — I do not think that by an increase of salt supply m 
Sambliai and Khewra you would touch the question of supply of salt 
to Bengal 

Mr Neogy — That was certainly the idea put forwaid before the 
Assembly 

Chan man — If the Assembly had that idea they were mistaken The 
question of salt supply to Bengal must depend on salt supplies near the 
sea there that is, Orissa It cannot possibly depend on any sources like 
Khewia 

350 Mi Neogy — There might be sufficient economy m the manu- 
facturing costs to enable it to compete successfully with foreign salt 

Mi Lloyd — Might I just give a figure 2 Just now the price of salt 
at Sambhar is under four annas There is nothing m that price for 
economy to make up for freight which is about one rupee a maund for 
Calcutta 

Chairman —We had never m mind at all that Khewra and Sambhar 
were possible sources of supply to Bengal 
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351 Sir F. Gauntlett —Is it not legitimate comment that it is very 
difficult to say whether the real cost of production of salt has increased or 
ileereased unless you have accounts m the relevant years winch are com- 
patible with each other 

Chan man — The reason for the mciease m the price of salt which 
we have been consideimg m this Committee to-day is the fact that for 
the fhst time we have got eommeicial accounts It has nothing to do vith 
the extra cost of schemes at Sambhar or Kheuia We have got a little wide 
of the subject 

Mi Bangasivamy Iyengai — The whole point is that you embaiked on 
this big scheme of eleetnfication undei the impression that it vas a business 
pioposition, and you now find that it is not a business proposition 

Chan man — So fai as the eleetnfication is concerned, we had the 
original answer withdiavn and ve have not yet any idea as to liov it has 
woiked out 

352 Mi Bangaswamy Iyengai — Are we then clear that it was under- 
taken with a view to economy ? 

Mi Lloyd — It was paitly foi the purpose of economy and partly to 
ensure supplies 

353 Mr Bangswamy Iyengar — How would you ensure supplies by 
electrification ? 

Mr Lloyd — Because it met the labour difficulties of which I have 
spoken 

354 Mr Neogy — What was the exact nature of the laboui diffi- 
culties 9 

Mi Lloyd — We had A r eiy senous strikes at Khewia 

Chan man — We might make a note that next year ve would like to 
know vhat the Department can tell us on the subject of the results of the 
outlay — whether it has been economical or otherwise 

355 Mr B Das — Would you tell us why the officers there should have 
free electrical supply 9 

Mi Lloyd — It was 'gnen them as a small compensation for the very 
unpleasant conditions m which they have to live Also it costs nothing to 
Government as they have to have a certain load on the electrical works 

356 Mr Neogy — Suppose a charge is made, what would be the 
approximate amount that Government would get 9 

Mi Lloyd — It must be very small Only a very small number of 
officeis are concerned 

357 Chan man — Can you put m a statement 0 

Mi Lloyd —If required We cannot be certain that they would use 
the full amount of electricity if we made a charge We can give some sort 
of estimate Theie are not many officeis and it must be veiy small com- 
pared with the amount of electricity that is consumed on the work* 

358 Mr Joslu — Is electrical power supplied to labour lines for light- 
ing 9 ® 

Mr Lloyd —It is not supplied to the labour houses m Khewra 
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359 Mr J oshi — A store account of salt is appended which is not sub- 
ject to audit Why is it not subject to audit 0 

Mr Lloyd — Perhaps the Auditor General will be able to explain it 

F Gauntlett — There is a rule m the Auditor General’s lules which 
says that the Auditoi General will audit leceipts and store accounts at 
the lequest of the Government of India So fai I have leceived no lequest 
to audit these and it does not come within my juiisdiction until I get a 
request 

Mi Joshi — Is it not desnable q 

Ah Rajagopalan — I have suggested that and it is undei the consideia- 
tion ol the Cential Boaid 

Chau man — The whole mattei is the subject of a memoiandum which 
has just leached the Government of India and it is undei consideiation 
The thing will come before the Committee next yeai 

360 Chau man — Does the Department undei take major woiks of any 
soit m the Salt Department against lump provision without going to the 
Standing Finance Committee ? 

Ah Lloyd — No I may say also that we have given up this lump 
provision 

Mr Neogy — I tlimk it is one of the specific functions of the Standing 
Finance Committee to sciutmise all the details of the lump grants 

Chau man — We have come to an anangement by which all major 
works beyond a ceitam figuie should come before the Standing Finance 
Committee 

361 Mr Joslu — I wanted to know whethei this particulai lump sum 
was approved of ? 

Mr Lloyd — The lump piovision was m the budget as such I do not 
think the lump sum was placed before the Standing Finance Committee 

Page 119 of the Report 

362 Mr Joshi — I think the quantity of stoies m Madias is laige com- 
pared to the annual sale 

Su F Gauntlet t.- — In Madras it is only two-thirds of the annual sale 
whereas m Northern India they had a whole year’s supply In Bombay 
the position is radically different — 24 times 

Mr Joshi — I vtas thinking of Bombay 

Mr Lloyd — I told the Public Accounts Committee we have been very 
seriously exercised by what we considei to be the excessive stocks m the 
Bombay stores and we have taken drastic steps to reduce the provision in 
the last two years at Kliaraghoda 

363 Mi Cocke — Have you had any amount wntten off m Bombay * 

Mr Lloyd — You find the figure of waste is 94,000 m that particular 
year’s account 

Mr Cocke — I mean subsequent to that ? 
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Mu TJoyd — Of course, there is a reference m the Auditor General’s 
letter to veiy much larger quantity written off m the previous yeai, the 
reasons foi which we have been examining 

364 Mi Neogy — What is the exact natuie of the understanding with 
the French Government that requires duty free issue ’ 

Mi Lloyd— One condition is that they abstain from making ‘alt in 
French territory They have agieed not to make salt m then temtoiv 
which, of course, is a measure very suitable to us One other condition in 
that we should supply them with a ceitam amount free 

Mr Bangaswamy Iycngai —The result is that they aie selling it 
cheaper m then own temtoiy 

Patagiaph 32 of the Bepoii Page 28 

365 Mi Neogy — One of the lemedies which has been mentioned here 
for over-budgeting is that Paits II- A and II-B of the budget estimates 
should be scrutinised by the Audit Officer If this is likely to piote 
effective, why should it not extend to other departments as well 9 

Mi Kanla — This airangement has since been discontinued 

366 Mi Neogy — How long was it m operation ? 

Mr Kaula — Two years 

367 Mr Neogy — Why ? 

My Lloyd — After these two yeais’ experience we feel ourselves m a 
much stronger position to deal with the departmental budgets than we weie 
before 

368 Mi Josln — You have already gamed by their scrutiny and why 
did you discontinue it ? 

Mi Lloyd — Because the delay occasioned countei balances the benefit 
Now we feel that oui own office has gained sufficient expenence to be able 
to do it without this offieei ’s assistance 

Sn F Gauntlett — I think you would agree that it is not his primary 
function 

Chairman — If satisfactoiy results could be achieved without taking up 
the time of the Audit Officer, so much the better 

Mi Neogy — The thing is that the Audit Offieei has been asked by 
the Government of India If so, has that ordei been since rescinded • 

My Lloyd — That is so 

Chairman — Suiely we want to make the depaitment itself lesponsible 
for its budget 

Mi Lloyd — We still continue, if theie aie any difficulties, to ask the 
Audit Officer to give us Ins assistance on specific points 

Sv F Gauntlett — Theie is a leal point of importance m making one 
authority finally responsible foi the budget 

Chan man Oh, yes When ive aie examining an officer he might say 
that it has been scrutinised by the Audit Officer 1 " 

Mr Lloyd As regards the next year’s budget and the futuie budgets 
we hope to be m a position to stand on our own legs 
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Paragraph 33 of the Report 

369 Chairman — Have no final orders been issued 9 

Mi Lloyd — No 

Mr Lloyd — Paragraphs 34 and 35 deal ultimately with the issue price 
of salt and the cost of production We have already discussed that 

370 Mi Neogy — Paragraph 35 refers to some suggestions made to the 
Government of India indicating the dneetions m which economies might be 
effected It would interest the Committee to know what these suggestions 
are 

Mi Lloyd — The primary suggestion was that certain economies m 
establishment might be effected As a mattei of fact that was the policy 
which the Boaid itself had adopted and orders have been issued foi making 
eeitam economies m establishment and moie aie under consi delation And 
then we have also been applying a strict scrutiny to capital expendituie 

Mr Neogy — Including the impiovement scheme, I hope 9 

Mr Lloyd — Including the scheme for the mechanisation of transport 
at Khewra which we have decided not to proceed with although it had been 
accepted before 

371 Mi B Das — In paragraph 35 the Accountant General says the 
net loss to the Department on the whole will be 16 lakhs , and the Auditor 
General makes certain observations 

Sir F Ganntlett . — Might I explain 9 If you refer to the statement at 
the bottom of page 30 you aviII see there is a long list of what are called 
treaty payments Ever since 1880 and m fact before that, questions have 
been laised as to the extent to which these treaty payments should enter 
into the manufacturing accounts as part of the cost of manufacturing 
My views on the subject are expressed m that statement at the bottom of 
paragraph 34 The final orders of Government you wall see set out m my 
paragraph 21, whereby the royalties and compensations debitable to manu- 
facture amount to 9 lakhs 22 thousand With that adjustment the figures 
which aie shown m paiagraph 35 of the mam report are revised to the 
extent set out m my letter, so that the net loss is now about 9^ lakhs The 
Government of India did not accept fully my views as to the items of the 
treaty payments winch should be regarded as propeilv debitable to manu- 
facture 

372 Mr Neogy — In what respects do they differ 9 

Sir F Ganntlett — I am afraid it is very difficult to sav They differ 
to the extent that my suggestion was 14 87 as against 9 22 lakhs It is 
a very difficult problem It means the interpretation of the treaties In 
each case the treaty itself shows m respect of what rights these payments 
are being made and many rights are set out m such general terms that it is 
quite impossible to say exactly how much ought to be regarded as the charge 
properly debitable to manufacture and one can only guess As to the big 
payment of 3 lakhs I suggested the teims ought to be half and half Gov- 
ernment pi ef erred the decision come to m 1911 after a great deal of discus- 
sion Exactly how much of that particular 3 lakhs they admitted to be 
debitable w not set out but personally I was prepared to accept this decision 
because there was nothing actually m the treaty on which I can definitely 
base an opinion that the Government of India are definitely wrong 
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Opium — Page 123 

373 Chau man — -What is the explanation of the saving m gross 
expenditure of 20 lakhs ? 

Su F Gaanlleit — 15 lakhs for special cultivation m Malva 

Chairman — In lespect of that we piesented a .supplementary estimate 
of 20 lakhs ? 

Mi Lloyd — That was foi Benaies opium, Sir The Cential Board 
of Revenue must admit a failuie, when the supplemental } demand loi 
51 lakhs was presented, to asceitam whethei a sa\mg on the Malwa opniin 
was likely to be lealised oi not The onlv excuse I can ohei is that we 
heaid of the necessity foi this supplementary piOMsion oi 51 lakhs when 
we had only two oi thiee days beioie we had to put it beioie the Standing 
Finance Committee and the Assemblv, and we could not befoie putting 
forwaid the pioposal asceitam wdiethei thcie was likely to be a saung 
under a disconnected sub-head undei the same majoi head The sa\ing in 
Malwa was due to outturn and also to a failuie to ieali'-e the effect on the 
accounts of the part payment which is made m the shape of an advance for 
the next year’s cultivation 

Chairman — There was a diffeienee m puce 9 

Mr Lloyd — Yes, and certainly a diffeienee m quantity 

374 Mi Das — Are you commercialising the accounts of this Depart- 
ment ? 

Mr Lloyd — They have been commercialised 

Mi Campbell — Only so fai as the costing section is concerned We 
cannot say the whole Department has yet been commeicialised 

Su F Gauntlett — That is at Ghazipur, the cost has been worked out 
on commercial lines so as to airive at a true cost to be charged to Local 
Governments 

375 Chau man — Is the question of furthei commercialisation under 
consideration ? 

Si/ F Cm illicit — No, Sir, not for the moment We are awaiting the 
comments of Government on the accounts based on costing statements 
Possibly they aie not as accurate as they -would be if we could get a com- 
plete system of commercial accounts 

Chau man — Those accounts aie sufficiently accurate foi the piupose of 
ascertaining cost 9 

Su F Gaunihtt — That is so We piepare our annual accounts from 
the ordinary Government cash receipt and expenditure accounts 

Mr Neogy — Last year there was some reference to a special officer 
with a view to commeicialismg the accounts of this Department 

Mi Campbell — That refeired to the costing section only 

Mr Neogy — There is something further about commercialisation of 
factory accounts and some proposals weie made at the time which last 
year’s Audit Repoit said were under the consideration of the Government, 
or some such thing 
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Mr Campbell — Since then we have presented our costing report, and 
we are waiting for the orders of the Government of India on the form of 
the accounts presented 


Stamps 

376 Mr Neogy — Explanation B 2 (2) at page 128 says 1 ‘ The question 
of adjustment of the cost of stamps supplied from Provincial Stores to 
Central Departments is still under the consideration of the Government 
of India ” What is the position exactly 2 

Mi Lloyd — That file I think is m the Finance Department 

Mi Aravamudha Ayangar — If this relates to the question of adjust- 
ments against minor Local Governments, there was a misapprehension of 
the oiders by the Audit Office and the officers concerned weie told that the 
orders of the Government of India all along were that such adjustments 
should he made against all Governments That file has been sent back 

Mi Kaula — Apparentlv the oideis have been communicated after the 
accounts foi this year weie closed 

377 Mi Bangaswami Iyengat — What is this G 2 at page 129 which 
refers to a short recoveiy to the extent of 3 lakhs due, it is explained, to 
a lower percentage of overhead chaiges adopted for issues m 1924.-25 9 
Why was this done 0 

Mr Lloyd — I am afraid I do not recollect the details of that 

Sir F Gauntlett — The papers which aie not dnectly lelevant but 
which affect the accounts of the Controller of Punting have just been cir- 
culated 

ill? . Lloyd — When I read this sentence I mfened it meant a lowei 
proportion of the oveihead chaiges was debited to Stamps m a division 
between Stamps and Punting and Siationeiy , but I may be wrong 

Sii F Gauntlett — I think one possible explanation is that it vas just 
about this time that a semi-commei cialisation was effected of the Punting 
accounts , though whether this affects this question of Stamps oi not I do 
not know But the semi-comiuercialisation did pi o vide foi the distribu- 
tion of the overhead charges m the various branches of work, and this may 
meiely represent a more accurate distribution 

Chan man — If we wish to pursue the matter we can ask the Depart- 
ment concerned, but I do not think it is a big enough point 

378 Mr Josh — I want to know the meaning of “non-judicial 
stamps ” 2 

Mr Lloyd — Non-judicial stamps are stamps under the Stamp Act 
(not stamps used for court fees) 

Page 134 of thd Bepoit 

379 Sn F Gauntlett — The figures circulated m Appendix XVI aie 
really supplementary We are now dealing with Stationery and Printing 
They are really supplementary to the figures given here They only state 
the results of the audit of the various accounts which have been put m 
without audit 

Chairman — Does any point arise 2 
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Sir F. Gauntlett . — The Central Stationery Office shows a loss of 2 
lakhs on yearly transaction of about 60 lakhs 

Mr. Bangaswamy lyengai — That comes more properly under the 
Printing Department 

380 Mr Cocke — At page 133 there is a reference to the overprinting 
of stamps with the words “ C E F ” and “I E F ” How long are 
these going to be retained ? Some of the C. E F stamps are veiy old. 

Mr. Lloyd. — I shall be veiy glad to take up that point and consider 
the desirability of keeping the stock at all 

Chairman — Veiy well, the Board of Revenue will take up that matter. 
Let us go back now to page 32, 

» Frauds and EnibezzlemeiUs — Paiagiaph 39. 

381 Rn F Gauntlett. — I have a general comment to make on this 
Sn, because 1 have been rather impressed this yeai by the very rapid 
growth m embezzlements m lespect of Stamps It may be biought to the 
notice of the Government of India that there has been an increasing ten- 
dency all ovei India foi lnegulantics and embezzlements m legaid to 
stamps to occur Tieasury officeis are inclined to foiget that stamps are 
equivalent to cash 

Mi Lloyd — With legaid to that I should like to say we have put the 
matter befoie the Finance Dcpaitmcnt, who have pi ef cried to deal with 
this matter as pait of a laigei general question of frauds and em- 
bezzlements which the Government of India have undertaken to look into 
at the instance, I think, of the Sccietaiy of State 

Mi Bangaswamy Iyengai — That is true but I think this lames a 
special point as the Auditor Geneial points out, because the idea m the case 
of other embezzlements is the idea of actual money being stolen or def i aud- 
ed, while heie the idea seems to be that stamps aie so much paper and one 
need not be so careful to see that people do not embezzle and make money 
over them That I think is a special point 

Mu Lloyd — It docs seem to me and T can hardly undei stand any lea- 
sonable peison put m charge of stamps not realising their cash value 

Chan man — We can endoise the remailts of the Auditor General 

Mr Lloyd — I do not wish to suggest for a moment that the Central 
Board of Revenue has any reluctance to take action in this matter. We 
have put the mattei befoie the Finance Department ourselves 

Refunds — Page 345. 

382 Chairman — I would draw the attention of the Committee that 
this is a case of an excess vote being required 

Sir F Gauntlett — The grand total you will find at the bottom of page 

347. 

Mr. Lloyd — That of course refers to all Departments of Govern- 
ment 

Si i F Gauntlett. — Yes, but as far as the Committee is concerned it is 
one Grant 

Chan man — We want to make a recommendation to the Assembly m 
regard to the excess grant , it all arises on A 
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383 Mr. Neogy — What is the change m procedure on the adjustment 
of refunds to Provincial Governments of Customs duty on Government 
stores ? 

Sir F. Gauntlet t. — I haie a note on this point, that I am asking the 
Accountant General, Bengal and the Examiner of Customs Accounts to 
clear up the matter 

383 Chav man. — What is the real explanation of the excess ? I sup- 
pose it is chiefly under Miscellaneous Befunds 7 

Mr. Raula ' — That is diffeient. Sir 

384 'Chav man — The explanation on page 345 is “Due to excesses 
m the estimates of Bengal, Bombay and Madras counterbalanced by saving 
m Burma ” Can you explain that, Mr Lloyd 7 

Mi Lloyd — In 1924-25 there was a certain degree of unceitamty and 
difficulty as to which lefunds m the Customs Departments should be 
voted and which should be non-voted — a question which has not yet been 
finally set at lest But when the estimate was originally fiamed there 
was a misundei standing as to the point in Bengal that refunds granted 
without application from the mei chants should be put down as non- 
voted because they were not strictly payments made under the law 
Then bv the time the accounts weie made out they were elassilied as voted, 
although in the budget they weie shown as non-voted 

Chav man — Are the i efunds granted in the course of the admmis- 
tiation m aceoi dance with powers undci the law ? 

Mr Lloyd — No, Sir , that was one of the points to meet which ive 
propose to amend the Sea Customs Act — that whenevei our audit officers 
or othei checking officeis delect in time that there has been an excess 
recovery of duty, m older to save tiouble and without waiting for an 
application from the mei chant, they should pay him the money that has 
been collected m excess voluntanhy There is nothing m the Sea Customs 
Act to provide for a refund being made except on application being made 
by the merchant 

Sir F Gauntlett — Technically, if it is made under a statutory pro- 
vision it is non-voted, but owing to the fact that the Act is considerably 
out of date you have to make many refunds which are not strictly statu- 
tory 

385 Chairman — The explanation of this particular excess is that 
during the year there was an excess of refunds of this character made 
votable 7 

Sir F. Gauntlett — It is quite possible that that portion of it can be 
justifiably set off against savings under non-voted 

The Chairman referred to Refunds of Freight Tax (G 2) and 
quoted last year’s repoit 

386 Mr Joshi — Is there any explanation why a supplementary esti- 
mate was not obtained to cover this 9 
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Mr Lloyd — The explanation is given m tlie next sentence m the 
footnote According to our lights we thought we had enough funds to 
reappropriate from the Bombay appropriation of 47 lakhs and therefore 
we reappropriated 5,32,873 m the last month of the year But we found 
that owing to the occurrence of a laige debit m the exchange accounts — 
over which we Have no conti ol — our expectations had been frustrated and 
the consequence was that we actually weie shoit of funds 

387 Chairman — That laises the question-of what steps you take to 
follow these adjustments fiom month to month 

Mi Lloyd — Of couise it is an extremely difficult matter to follow the 
course of these lefunds debited fiom the exchange accounts , these re- 
present lefunds paid at Seistan oi on the Noith-West Fiontier on goods 
which had been passed m tiansit tluough India to Peisia or Afghanis- 
tan , it is not veiy easj r to make accrual c forecasts 

388 Chairman — Was the whole of this 9 lakhs refund to Persia and 
Afghanistan ? 

Mr Lloyd — I think I can say so with certainty , so far as I recollect 
these aie the only refunds which go through the exchange accounts 

389 Chairman — But were you aware that these refunds would be 
made ? 

Mr Lloyd — Tiansit trade is not very steady , noi can we follow with 
gieat accuracy the lapidity with which the adjustments will come to us 
through the books of the Accountant Geneial, Punjab 

390 Chairman — Could vou not foiesee before March 1926 that there 
weie adjustments m respect of refunds for which money would have to 
be provided ? 

Mr Lloyd — It is exceedingly difficult because w r e do not know how 
long it will take foi the accounts to reach us 

391 Sir F GannCeli — Is it certain that the goods passed thiough 
the customs wall pass through eventually into Afghanistan oi Central 
Asia ? 


Mr Lloyd — Unfoifunatelv not 

Mr Fajagopalan — This veiy point was discussed m connection with 
Customs and we have suggested a system of cheque payments by -which 
claims can be sent m to Collectors of Customs who will issue cheques, and 
any cheques issued after the 1st April would be brought into the accounts 
of the next year 

Mr Lloyd — That suggestion has not been considered, but I must now 
enter an emphatic warning that I am not at all sure that it would be 
possible under the Anglo-Afghan Convention 

Chairman . — These are not adjustments between the Central' Govern- 
ment and the provincial governments, but are refunds to merchants who 
have paid duty on goods entering Bntish India and recover it when the 
goods leave British India 

Mr Lloyd — Instead of passing the goods through free m transit, 
we safeguard ourselves by collecting the duty and refunding it 

Chairman . — This refund of 9,75,000 is not for the whole year ? 
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Mr Lloyd— No, Sir 

Mi Kaula — It is tlie last batch of debits 

392 Mi Das — Is it possible foi a mei chant to send goods that aie 
m India to a foreign ga\ eminent and ask for lebate ? 

Cliav man — He could not get any rebate unless his intention to re- 
expoit has been stated at the time 

Mi Lloyd — Befoie the goods amve at the poit of destination The 

position is a little complicated m the case of Persia , it is not leally a 

thiough tiansit system In the case of Peisia, it is permissible for a 
mei chant to buy goods m India and by proving identity and subsequently 
le-expoitmg them to obtain a refund, not of the full dut 3 r but of 15(16ths. 

393 Chav man — He has to piove the identity of the goods ? 

Mi Lloyd — That is so, but it is not necessaiy at the time of importa- 
tion to declare intention to re-expoit On the other hand m the case of 
Afghanistan undei the teims of the Tieaty, the anangement is definitely 
one of providing facilities of free tiansit of goods imported for re-export 
to Afghanistan, and the easiest way of effecting this is to collect duty and 
refund it on proof of re-expoit 

394 Chairman — What is the position as regards Kashmn ? 

Mr Lloyd — As regaids Kashmn, the position is entirely different 

In the case of Kashmir we allow goods to be subsequently identified and 
transmitted to Kashmir, but the rebate is not given to the merchant but to 
the Kashmir Government m consideiation of then admitting the goods 
duty fiee to then teriitones 

395 Chairman — To come back to the question of why tlieie was an 
excess vote, I think we have a fanlv good explanation of how it took place 
What we want to know is whethei anangements have been made which 
would prevent an excess vote occurring as customs lefunds 

Mi Lloyd — Of couise customs refunds are a matter entnely outside 
our control 

Chav man — The question is whethei m futuie you will be able to 
come up foi a supplementaiy grant m time 9 

Mi Lloyd — We shall make every effort to do so 

Sv F Gauntlett — May I suggest that this again is a problem of 
watching liabilities, and that if the Bombay Collector of Customs ascer- 
tained, say for the last tlnee or four .years, what he paid through the Maich 
final accounts, it would be possible to amve at a lough estimate of what 
he is likely to pay thiough the last Maich final account again, having due 
regard to what knowledge he may have as to goods which are passing 
through Bombay to other foieign states 

Mr Lloyd — That brings to my mind one fact that so far as the cus- 
toms of Kaiaeln is concerned we found that number of goods are de- 
clared at the time of importation to be foi Afghanistan which actually 
never go theie and the occasion foi paying lefunds nevei anses We are 
doing our best to lemedy the defect m the arrangements which has pro- 
duced this result, but it is a matter which involves the admimsti ation of a 
Treaty and is not a veiy simple one I can assuie the Committee that 
the Central Board of Revenue aie doing their best to watch this just as 
any other item of expenditure 'and to apply for supplementary grant m 
good time if we foiesee necessity 

396 Sv F Gauntlet t — I piesume the Collector would have inf oi mo- 
tion that theie must be something going m through the March final 
accounts ? 

Hl64Fin 
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Mr Lloyd— l should like to look at the records and see exactly when 
these exchange accounts come m and m what months from year to year 
the debits have been laised 

Chan man — I th ink m recommending this excess vote to the House we 
shall have to leeommend that this question of watching liabilities m this 
paitieular instance be examined by the Cential Board of Revenue 

Giant No 86-B— Capital Outlay on Security Printing 

397 Mi Cocke —Is the Press working now 5 

Mi Lloyd — Yes , we aie supplying all the stamps m India now 

Mi Rangaswann lyengai — Is there an excess iote here ? 

Mr Lloyd — No , a saving 

Mi Joshi — Are you now importing any stamps ? 

Mi Lloyd — No , we make everything , we have even found ourselves 
in a position to consider applications fiom Indian States to make stamps 
for them also We aie not printing any currency notes now , it is still 
undei consideration, I think 

Chan man — Fiom July 1928 ve hope to begin punting currency 
notes 

Paiagiaph 111 ( p 83) of the Report 

398 Sir F Gauntlett — In para 47 of my letter I have brought out 
the points m this paiagraph which have not been repioduced or raised 
again m the current yeai ’s leport and which are still unsettled 

Sub-paragraph (10) dealing with paiagiapli 55 of last yeai’s Report 

399 Mr Cocke — Is it still sub-judice ? 

Mr Lloyd — The case has been to the High Court and although I have 
heard that judgment has been pronounced we have not yet leceived a copy 
of the orders , we will take action as soon as the ordeis aie leceived by 
ns 

Mi Rangaswann lyengai — What was the judgment ? 

Mi Lloyd — A refeience was made to the High Court , I think the 
conviction was upheld But the point with which we are principally con- 
cerned is what the High Court had to say about the conduct of oiu officeis 
I am mfoimed that the High Couit directed that certain remarks of the 
magistrate impugning the honesty of the officeis should be expunged fiom 
the recoids , however, w r e are not m a position to take any action until we 
have the actual judgment 

400 Mi Kaula — No oideis liaie yet been passed with leferenee to 
sub-paiagiaph (11) 

Mr Lloyd — That case will be placed before the Standing Finance 
Committee next week , we are proposing to foim a local fund which will 
be assisted by government which will collect what it can for the cost of 
vegetables supplied and the balance will be met out of the subvention fiom 
government As regards sub-paiagiaph (12) we do not quite understand 
what furthei oiders the Auditor General contemplates should be issued 
The responsibility for preventing a repetition of the passing of extra- 
vagant plans for quaiters of such officers rests upon the Central Board of 
Revenue and we are awaie of that responsibility , it hardly seems neces- 
sary that wo should issue ordeis to ourselves 

Sir F Gauntlett — No 
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401 Mi Eaula — (15) to (24) are for information only (25) is 
outstanding still 

Mi Lloyd — My own information m connection with (25), dealt 
with m paragiapli 78 of last year’s Audit Report, is that the Government 
of India have decided to remit the recovery of the hire charges m question. 

402 Mr Jo shi — Why ? 

Mr Lloyd — It was found that the contract late was insufficient to 
give the labourers a fair return, and if we had insisted upon recovery of 
the hire for these locomotives and trucks, we should have left them working 
at a loss Instead therefore of making good that loss and recovering hire, 
we have taken a short cut and i emitted recovery of the hire , furthei we 
have put arrangements on a somewhat better footing m future 

Mr Neogy — I hope the fact that the hirer was an officer of the depart- 
ment did not help him to get this contract ? 

Mr Lloyd — I do not think that would affect the Central Board of 
Revenue and the Government of India who decided this matter 

403 Mr Joshi — Do you think it quite desirable that the President of 

the Society should still be m Government service ? e 

Mr Lloyd — He is now on foieign service 

Chairman — We took that case pretty fully into consideration last year 
and, I think, arrived at a settlement 

Mr Joshi — That is true , still I have my doubts 

Sir F. Gaunllett — He has now returned to the Department, I under- 
stand 

Mr Lloyd — I am not quite sure about that, Sir 

Mr MuJcherjee — He has come back to the department from foreign 
service 

Mr Lloyd — I think he has got no financial interest m the matter now , 
so I am informed 

404 Mr Joshi— But another officer has been placed on foreign ser- 
vice for the purpose , you are retaining the interest of the government offi- 
cers m the society , how long is this to go on ? 

Mi Lloyd — This is a co-operative society of illiterate labourers who 
find it very difficult without some assistance to go on 

Chav man — We went into it fully last year and we came to the con- 
clusion that as a Committee we -were not concerned with it , it was fully 
explained that the government weie of opinion that this co-operative society 
was doing useful work and that a loan of a government officer to it, pro- 
vided he was on foieign seivice, was desnable 

Mi Joshi — I think it would be much better if the society had the sei- 
vices of a regulai officer fioin the co-opeiative department 

* 405 Chav man — The next is (27) , have any orders been issued ? 

Mi Lloyd — Oiders are under issue m legard to (2 7 ) As legards 
(28) ve are fixing the scale saying that m such and such a type of quarters 
so many electric lights and fan points are peimitted 

Mr Neogy — I hope we will have a statement showing the financial 
results 

Mi Lloyd — We do not intend to take any action as legards water 
supply because it is not a very expensive commodity It is veiy difficult 
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to fix the scale, and theie is no evidence of waste To the Best of my know- 
ledge there is no sanitary installation 

Sub-pai agi aph 31 High cost of generation of cuuent at SamlTiau 

406 Mi Lloycl — That is leally a cnticism of the original woik under- 
taken at iSambliar 

Mi Mukhei tee — The Cential Boaid of Revenue is imestigatmg the 
question of the high cost of installation m consultation with the Commis- 
sionei and the possibility of effecting economy 

407 Mi. Neogy — I find that the mam reason for the installation of 
this plant is to pump out vatei foi about six weeks m a veai when theie 
is seal city of lamfall But I would like to know whether these operations 
foi six -weeks ni the year justify the heavy cost 0 

Mi Lloyd— It is leally part of the big Sambhai Impiovement Scheme, 
but I would suggest that it is m years of scanty lamfall we aie most justi- 
fied m going to almost any expense to make suie of pioclucmg salt 

408 Chav man — The only question befoie the Committee is what 
steps, if any, luue been taken by the Cential Boaid of Revenue to reduce 
the high cost of geneiation ’ 

Mi Lloyd — I don’t think ve can say anything more just now We 
are still examining the question 

Mi Neogy — I should like to have a statement showing the units 
actually consumed for the pm pose of driving the pumping set and the 
units consumed by officeis That statement would give us an indication 
of the reasons for the high cost 

Chav man — The position at the moment is that the matter is under 
investigation by the Cential Boaid of Revenue, and they have not yet come 
to anj’- conclusion 

Mi Joshi — Last yeai ve veie told that a special lepoit was submit- 
ted to Government 

Mi Mukhei iee — The Comnnssionei is still investigating the matter 

409 Chav man — Will you be m a position to put m a statement m 
time for this Committee to consider it 9 

Mi I2oyd — To the best of my belief, ive shall not be able to do so, 
but I will look into the mattei At any late, I will put m a statement 
confirming what Mr Mukhei jee has said 

410 Mi Neogy — How is it that the cunent is sold at such a low cost ? 

Mi Lloyd — The real answei is we -want as a matter of technical 

electrical woiking an extia load which does not leally cost us much, to keep 
the thing going 

Mi B Das — You could easily have got the extia load with any other 
form of mechanical pumping instead of employing such an expensive elec- 
trical plant, because you lequire it only for six weeks m a year 

411 Mi Rangaswami Iyengai — The point is this You have set up an 
electrical installation which is requned foi only 6 weeks m a year if there 
is scai city of rainfall, and you want a paitieulai load to work it You 
find that m older to give that load to the electucal plant you have got to 
supply electricity fiee to these people Is it theieiore worth, while setting 
up such an expensive plant ? Can you not find your way to dismantle 
it and place some other cheapei plant m its place ? 

Chav man I think we can take up that question next year 

I he Committee adjourned till Tuesday the 9th August 1928 at 11 AM- 
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Evidence taken at the 6th meeting of the Public Accounts Committee 
held on Tuesday, the 9th August 1927 at 11 a m 

1 The Hon hie Sir Basil Blackett, KCB, KCSI, Chairman 

2 Mr H G Cocke 

3 Maulvi Abdul Matin Chaudhuiy 

4 Mr B Das 

5 Mr A Rangaswami Iyengar , , , 

Y Members 

6 Manlvi Sayid Murtaza Sahib Bahadur 

7 Mi N M Joshi 
‘8 Mr G Sarvotham Rao 
9 Mr K C Neogy 

TO Sir Fredenc Gauntlett, Auditor General 

11 Mr T K Rajagopalan, Officer on Special Duty 

12 Mr J W Ebden, Director of Army Audit 

Mr A M Rouse, Chief Engineer, Delhi 
Mr J L Sale, Superintending Engineer, Delhi 
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Witnesses,. 


412 Mr Neogy — Before we begin with the case itself, may I make 
a suggestion that we might have a general statement with regard to the 
organisation of the Delhi New Capital executive 9 I know very little 
about it and as to wliat are its poweis and relations to the Government 
of India in the Public Works Department We find reference to the fact 
that certain account rules do not apply to this branch of the administra- 
tion Then again. I should also like to have a general statement with 
regard to the nature of the accounts organisation and ^he nature of the 
audit control exeicised 


Mr McWaiteis — With regard to the first point relating to general 
governmental control, there is a body which is called the New Capital Com- 
mittee' which consists of the Honourable Sir Bhupendia Nath Mitra, the 
member m chaige of the Industnes and Labour Department, myself as 
Secretary of the Depaitment, the Consulting Engineer to Government, 
the Chief Commissioner of Delhi, a Financial Officer, Mr Rajagopalan 
and Mr Rouse, the Chief Engineer That body has the powers of a 
Department of the Government of India All questions connected with 
New Delhi come up before that body and are dealt with m resolutions 
The Chief Engineer of Delhi m his capacity as Chief Engineer is sub- 
ordinate to that body That is what I might descube as the executive 
organisation As regards the Accounts part, Mr Rajagopalan might 
deal with it 

Mr Rajagopalan . — There used tp be an officer called the Deputy Ac- 
countant General, Central Revenues, who was responsible for the com- 
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Tuned duties of Audit and Accounts, upto September, 1924 The De- 
puty Accountant General was also the financial adviser of the rsew Capital 
Com mi ttee In connection with the separation of accounts, we establish- 
ed a separate office called the accounts office, P "W D Delhi, and the 
audit is entrusted to an audit officer who works under the guidance of 
the Accountant General, Central Revenues 

413. Mr. N M Josht—Is it test audit or a full audit ? Mr Baja- 
gcpalan— It* is practically a full audit at present, but the percentage will 
be reduced 

Sir F Gauntlett — I don’t think it would be quite correct to say it is 
a complete audit which is supplied by the audit officer 

Mr, Kaula —It is not complete audit It is test audit Roughly 50 
per cent But we don’t propose to adhere to 50 per cent 

Mr McW attars — The Finance Member of the Committee, I should add 
is on that committee as representing the Finance Department He is ac- 
tually subordinate m that respect direct to Sir Basil Blackett or rather 
to the Secretary m the Finance Department 

Mr Das — I find the accounting of the Delhi Capital Committee was not 
kept m accordance with the ordinary Public Works Accounts 

8ir F Gauntlett. — That is a statement which appears m the memoran- 
dum on the investigation into the stores question The 'position there 
was that Sir Hugh Keeling was veiy anxious to have practically his own 
system of accounts m New Delhi He didn’t want to be trammelled by 
the ordinary restuctions of the Public Works code and the scheme of 
check did depait materially m many respects from the rules laid down 
in the Public Works Accounts code The explanation given at the time 
was that there was a very highly centralised oigamsation and that much 
more conti ol could be exercised on the spot than could be exercised 
m respect of any ordinary executive engineer working under ordinary 
conditions and that for that reason it was not necessary always to follow 
strictly the public works rules and m fact Sir Hugh Keeling frankly 
thought m many respects he could improve upon them 

There was always the accounting and audit office which up to 1924 
was a homogeneous office, a consolidated office The one office did ac- 
counting and audit and then m 1924 it was split up into the pay and 
accounts office working directly under the Government of India Finance 
Department but attached to the office of the Chief Engineer and outside 
that there was an audit organisation under myself to audit the accounts. 

414 Mi Das — What I am trying to ascertain is how fai are we to 
blame the, foimer Chief Engineer for the system of accounting 

Chairman. — Aren ’t you assuming rather a good deal when you begin 
by saying that you have got to blame somebody ^ 

Mr. Das I mean, how far can we hold the Chief Engineer responsible 
foi the work and what eontiol did the Finance Department or the ac- 
counting department have on his work, supposing an engineer goes as- 
tray m his system of accounting 9 

Sir F Gauntlett — I think the real answer to that is that the -system 
-actually followed m the accounts office itself was m accordance with the 
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provisions of the Public Works Department Code I permitted no de- 
parture from that, but when it came to the question of the accounts ac- 
tually maintained by the executive engineers themselves, and the control 
over those accounts we did allow the Chief Engineer a very large 
measure of independence That is, we allowed him to do what he 
thought to be best I think that would be a eorreei statement 

Mr. Kavla . — I have no personal knowledge, but I think that is right 
roughly 

Mr. McWatters. — Might I ask one question it may arise very point- 
edly m this stone-yard case Suppose this committee came to the opi- 
nion that a better system of accounts as regards the stone-yard bhould 
have been kept, I think you will agree that as the Deputy Accountant 
General, Central Revenues, was the Audit officer and also the Financial 
Adviser of the New Delhi Capital Committee, he at any rate had some 
responsibility for suggesting a bettei method of accounts A method 
for instance of cost accounting from which this wastage system would 
never have arisen at all 

Sir F Gauntlett — Quite But the combined audit office dates back 
to 1912 and the system of cost accounting was then practically unknown 

Mr McWatteis. — I think the committee will probably foim the opinion 
that if there had been a pioper system of cost account ng at any time 
when the stone-yard was woikmg at full speed, we should not now be 
sitting round this table 

Chairman — I think we had better sit round the table and discuss 
the question 

Sir F Gauntlett — Might I give one answer to that 9 That a system of 
cost accounting is an executive matter, not meiely.an accounting matter. 
It is relevant to say that this very question was laised oy me in connec- 
tion with the Backbay Reclamation scheme I suggested the introduc- 
tion of a system of cost accounting and Sir Lawless Hepper said on that 
it might be suitable but he would not have it done by the accounting 
people and he made his own arrangements 

Chan man — If I may comment on that, that seems a very natural 
attitude so long as the accounts and audit are not sepaiated 

415 Mr N M. J oshi — Just f oi information, I want to know what were 
the poweis of the New Delhi Committee 

Mr McWattei s — It has the powers of a depaitment, which are defi- 
nite and limited poweis The Governoi General m Council is a very 
different body from any single department 

416 Mr N M. Joshi — Did they have the powers of the Finance Depart- 
ment 9 

Mr McWatters , — No 

Chan man — The finance member of the Capital Committee had the 
right of access to the Finance Department and he could get guidance from 
them But at the same time, he had the right to commit the Finance De- 
partment 
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Mr, McWatters. — On very important financial questions he would pro- 
bably not venture to commit the Finance Department He fiequently does 
reserve financial points 

417 Mi Bangasivami Iyengai —But to what extent did the New Delhi 
Capital Committee have powers of reappropriation * 

Mr. McWatteis — The same powers as any oidmary department 

S 17 F. Gauntlett —Would it not be a supplement to that answer to 
say that m the person of Mr Rajagopalan, the Finance representative, 
they would have the poweis of the Government of India, subject to the 
fact that Mr Rajagopalan has access to the member 

418 Mi Cocke — May I take the question of accounts ? I see from 
last year’s proceedings of this committee that Sn Hugh Keeling strongly 
resisted the adoption of an oidmary system of public accounts and Mr Sale 
said we had no system of accounts for commeicial transactions of this 
nature In view of v hat Mr McWatters has said, I should like to know 
whether any definite scheme was put up and if so who turned it down. 
That I think is the most important thing we have really got to decide m 
the first instance Who is responsible foi not converting these accounts 
into a proper system ? Did anyone make a definite suggestion ? 

Mr. McWatters — Not so far as I know. 

Sir F. Gauntlett — I think the Deputy Accountant General, Central 
Revenues, n ho wa* called audit officer in those days, is more subject to 
criticism as financial officer than as accounting officer. As accounting 
officer, he uas responsible for getting out the Government accounts As 
financial adviser it might even be desirable that he should give detailed 
suggestions to tbe Public Woiks Department as to the accounts maintained 
actually m the stoneyard itself I can pi escribe the form, though they 
are primarily the responsibility of the Chief Engineer himself 

Mi McWatters — My only point was that this suggestion was not made, 
That it was not turned down by anybody 

Sir F. Gauntlett — This system started m 1912 and the idea of the 
commercialisation of Government accounts might have been very much 
at the back of my mind It certainly was not anywhere else 

Chairman — I tlimlc the best thing we can do is to take the Appendix 
clause by clause Paragraphs 1 to 6 are simply a statement of the position 

N 

419 Mr Bangasivami Iyengai . — I should like paragraph 5 explained 
What was this physical verification ? 

Mr McWatters — This was a note to the appropnation accounts The 
physical verification is given m Annexure V, the first part of Mr Croad’s 
note 

420 Mr Bangasivami lyengai — Is it m the nature of a check 9 

Mi McWatters — It was m the nature of an estimate It will be re- 
in embeied that an actual check m the sense of measuring every stone is a 
physical impossibility 

421 Mi McWatters —There are some general comments I should like 
to make on paragraphs 7 and 8 I explained to the committee a few 
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moments ago the personnel of the New Capital Committee I think it is 
bnt right to let the committee know the amount of work that has gone 
into the examination of this case We sat for 8 days from 11 m the 
morning to 6 in the afternoon going into this case, aftei having had a pre- 
liminary lepoit by 3 members, the Chief Engmeei, the Consulting Engineer 
to Government and oui Finance offieei of the committee I suggest that 
the committee were peifectly entitled to select those three offieei s They 
were the best selection that could be made fiom their numbei to go into 
a technical matter of this kind 

422 Mr. Neogy. — Wasn’t there a memorandum of evidence " 

Mr. McW alters. — We did keep a fanly full memorandum of all the 
important points that came out , but it is not evidence, it is merely for our 
own guidance 

Chairman — What is the complaint ? 

\ 

Sir F Gauntlett — There is no complaint It was intended to indicate 
that what I have said afterwards cannot be taken as final, because I have 
not had the same facilities as the committee itself had m coming to a con- 
clusion I think I may say almost naturally that I have not had the same 
facilities as the committee had it is merely a statement of fact, so that if 
I had made any suggestions m the concluding portions of the note, the 
committee should have an opportunity of ascertaining from the New Delhi 
Capital Committee what were the reasons which led them to come to a 
particular conclusion 

Chairman — I have read this as an unfavourable comment 

Sir F Gauntlett — It is merely a statement of fact 

Mr. McWatters — You suggest that it was wrong to put the Chief 
Engineer on the committee because the Committee would be likely to be 
unduly influenced by his technical advice Now I contest that I con- 
sider it was the best committee we could have put up 

423 Mr. Bangaswami Iyengar — Is it correct, Su, that the Chief 
Engmeei had very strong mews and expressed them on the matter ? 

Mr McWatteis — He no doubt had them I suggest that the technical 
officer m charge — after all he was the Chief Engineer — was not on his 
trial m this case It was mainly the offieei s working under him and he was 
best able to explain technicalities to the other members of the committee 

Mr Mangaswami Iyengai — That is a matter of giving evidence 

Su F. Gauntlett — I think the crucial point is that the Chief Engineer 
had been generally m charge of that particular woik at the time 

424 Mr Neogy — May we take it that this statement m the note of the 
Auditor General is conect ? That the Superintending Engineer’s own 
responsibility m certain matters was one of the subjects of the investigation. 

Mr McWatters — That is quite true and I might say that when the new 
Capital Committee considered the responsibility of the Chief Engineer he 
was not allowed to be m the room we came to our conclusions after asking 
him to remain outside 

425 Mr Joshi. — Isn’t it a disadvantage that he should be a member ¥ 
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Mr. McWatteis — On very important financial questions lie would pro- 
bably not venture to commit the Finance Department He f 1 equently does 
reserve financial points 

417 Mi Rangaswami Iyengai , — But to what extent did the New Delhi 
Capital Committee have powers' of reappropriation * 

Mr McWatters — The same powers as any oidmary department 

Sn F. Gauntlett —Would it not be a supplement to that answer to 
say that m the person of Mr Rajagopalan, the Finance representative, 
they would have the powers of the Government of India, subject to the 
fact that Mr Rajagopalan has access to the member 

418 Mr. Cocke — May I take the question of accounts ? I see from 
last year’s proceedings of this committee that Sir Hugh Keeling strongly 
lesisted the adoption of an oidmary system of public accounts and Mr Sale 
said we had no system of accounts for eommeicial transactions of this 
nature. In view of what Mr McWatters has said, I should like to know 
whether any definite scheme was put up and if so who turned it down. 
That I think is the most important thing we have really got to decide m 
the first instance Who is responsible foi not converting these accounts 
into a proper system 9 Did anyone make a definite suggestion 9 

Mr. McWatters — Not so far as I know 

Sir F. Gauntlett — I think the Deputy Accountant General, Central 
Revenues, who wa« called audit officer m those days, is more subject to 
ciiticism as financial officer than as accounting officer As accounting 
officer, he was responsible for getting out the Government accounts As 
financial adviser it might even be desirable that he should give detailed 
suggestions +o the Public Works Department as to the accounts maintained 
actually m Ibe stoneyard itself I can prescribe the form, though they 
are primarily the responsibility of the Chief Engineer himself 

Mr McWatters — My only point was that this suggestion was not made, 
that it was not turned down by anybody 

Sir F. Gauntlett — This system started m 1912 and the idea of the 
commercialisation of Government accounts might have been very much 
at the back of my mmd It certainly was not anywheie else 

Chairman — I think the best thing we can do is to take the Appendix 
clause by clause Paragraphs 1 to 6 are simply a statement of the position 

419 Mi Rangaswami Iyengai. — I should like paragraph 5 explained 
What was this physical verification ? 

Mi McWatters — This was a note to the appropriation accounts The 
physical venfication is given m Annexure V, the first part of Mr Croad’s 
note 

420 Mr Rangaswami Iyengai —Is it m the nature of a check ? 

Mi McWatteis— It was m the nature of an estimate It will be le- 
membered that an actual cheek m the sense of measuring every stone is a 
phvsical impossibility 

421 Mi McWatters —There are some general comments I should like 
to make on paragraphs 7 and 8 I explained to the committee a few 
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moments ago the personnel of the New Capital Committee I think it is 
but right to let the committee know the amount of work that has gone 
mto the examination of this case We sat foi 8 days from 11 m the 
morning to 6 in the afternoon going into this case, aftei having had a pre- 
liminary report by 3 members, the Chief Engineer, the Consulting Engineer 
to Government and oui Finance officer of the committee I suggest that 
the committee were perfectly entitled to select those thiee officeis They 
were the best selection that could be made from their nunibei to go into 
a technical matter of this kind 

422 Mr. Neogy. — Wasn’t there a memoiandum of evidence 0 

Mr McWattei s — We did keep a fanly full memorandum of all the 
important points that came out , but it is not evidence, it is merely for our 
own guidance 

Chairman — What is the complaint ? 

\ 

Sir F Gauntlett — There is no complaint It was intended to indicate 
that what I have said afterwards cannot be taken as final, because I have 
not had the same facilities as the committee itself had m coming to a con- 
clusion I think I may say almost naturally that I have not had the same 
facilities as the committee had it is merely a statement of fact, so that if 
I had made any suggestions m the concluding portions of the note, the 
committee should have an opportunity of ascertaining from the New Delhi 
Capital Committee what were the reasons which led them to come to a 
particular conclusion 

Chairman — I have read this as an unfavourable comment 

Su F Gauntlett — It is merely a statement of fact 

Mr. McWatters — You suggest that it was wrong to put the Chief 
Engineer on the committee because the Committee would be likely to be 
unduly influenced by his technical advice Now I contest that I con- 
sider it was the best committee we could have put up 

423 Mr. Rangaswami Iyengai — Is it correct, Su, that the Chief 
Engineer had very strong views and expressed them on the matter 9 

Mr McW otters — He no doubt had them I suggest that the technical 
officer m charge — after all he was the Chief Engineer — was not on his 
trial m this ease It was mainly the officers working under him and he was 
best able to explain technicalities to the othei members of the committee 

Mr Mangaswami Iyengai — That is a matter of giving evidence 

Su F. Gauntlett — I (think the crucial point is that the Chief Engineer 
had been generally m charge of that pai tioulai work at the time 

424 Mr Neogy — May we take it that this statement m the note of the 
Auditor General is conect ? That the Superintending Engmeei’s own 
responsibility m certain matters was one of the subjects of the investigation. 

Mi McWattei s — That is quite true and I might say that when the new 
Capital Committee considered the responsibility of the Chief Engineer he 
was not allowed to be m the room we came to our conclusions after asking 
him to remain outside 

425 Mr Joshi. — Isn’t it a disadvantage that he should be a member ? , 
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Mi . McWatters —He is a member er- officio of tbe mam Committee. We 
put on our own Consulting Engineer, the man who understands about stone 
work and the Finance officer on the suh-committee We thought they would 
be able to produce tbe best report 

Mr. Rangaswami Iyengar — Anyhow, the facts are there 

Paragraph 9 

Chairman — Paragraph 9 is important. It links with paragraph 21, 
of course 

426 Mr. Neogy — It requires an explanation as to why Mr Croad’s 
report was withheld at the beginning 

Mr McWatters — That can be easily explained I should like first of all 
to explain what Mr Croad’s report was This question of the suitability of 
the wastage factoi had been called to the attention of and had been taken 
up by the authonties of New Delhi from about September 1923 They 
found the ongmal amount that was allowed for wastage was much too 
small , they put Mr Croad on special duty to make a personal count of stock 
and they also instructed him vei bally to examine the best method of cal- 
culating wastage But the latter was not the mam object of the repoit 
The only leason I mention this is because theie is an appaient disci epancy 
in what Mr Sale described as the mam object of Mr Croad’s leport and 
what Mr Rouse actually directed him to do He did both He made this 
actual count of balances and his figures w r ere meoiporated m the report by 
Mr Grmdal which was subsequent^ ordered We accepted Ins figures as 
regal ds balances but did not agree with the lemamder of his report as 
regards the calculation of the wastage We put Mi Grmdal the Accounts 
Officer on to look into the mattei furthei At that time this report was not 
given to audit It was given a month after it had been asked for, but 
the pait that was accepted was incorporated by Mr Grmdal m his 
inquiry The fact of the matter is that Mr Croad’s report is m a -sense 
preliminary it was not a final report , it was one that indicated that fur- 
ther examination was necessary of this particular factor 

427 Mr Neogy — What is this that Mr Rajagopalan described as a 
few pencil figures ? 

Mr Rajagopalan — I probably misunderstood Mr Sale I thought he 
said pencil It is a rough note, at all events 

Mi McWatters — The mam point is that it was not considexed as a final 
report It was considered as a report obviously indicating a further inquiry. 
T think if you will look a little way down Mr Croad ’s Report, on page 21, 
you will see that report was (dearly a note to the Superintending Engineer 
because he asks a lhetoncal question “ How can you get 18 lakhs of cubic 
feet of stone out of 12 lakhs ? ’ ’ 

428 Mr Neogy — -What was Mi Rajagopalan ’s intention m belittling 
the value of this report ? 

Mr Rajagopalan — It was a rough document It was really m the 
nature of an office note It was actually placed m the hands of audit, one 
month of ter I wrote my demi-official letter of the 15th June 1926 

Sir F Gauntlett . — We didn’t get it till July 1926 The report was 
actually made m March 1925 
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Chairman — But at the same time this is explained as a departmental 
document and I think you will agree that there are very good reasons why 
internal office documents should not as a rule be placed before audit 

Sir F. Gauntlett — Isn’t it a fact, Sir, that the Chief Commissioner had 
ordered it to be sent ? 

Chairman — I am not dealing with that but we have got to be careful 
It is suggested here that the committee should emphasise that documents 
should be made freely available There are special rules m the Govern- 
ment of India as regards the placing of office notes and memoranda m the 
hands of audit because the free working of both departments may some- 
times be hampered 

Sir F Gauntlett — I have not seen those rules yet There are no rules 
which have been drawn up to my knowledge, no rules since I was given 
statutory power 

Chairman. — There are rules of business surely 

Sir F. Gauntlett — They were drafted before I was given statutory 
power 

Chan man — But they still lemam m force The statutoiy power is not 
to see these memoranda but to see the decisions, departmental decisions 

Sit F Gauntlett — Well books, papers and writings are rather wide. 
Perhaps we had better not raise the question at this particular moment It 
is a very big question which I should piefer to leave to separate discussion # 
altogether 

429 Mr Neogy — What accounts for the delay ? The documents after 
all came to the audit department 

Mr. McWatters — The delay was because the document was a pre- 
liminary document which led up to Mr Grmdal’s report His inquiry 
took about six months and was completed m November 1925 and as a result 
of his inquiry Mr Rouse asked for a fuither independent inquiry 

430 Mi Bangaswamt Iyengar — Why did Mr Rouse ask for a fur- 
ther inquiry ? He was not satisfied with it ? 

Mr. McWatters — He was not satisfied that the actual wastage figures 
had been accurately got out We did not know that the wastage estimated 
was correct 

431 Mr Rangaswami Iyengar, — I take it Sir, that when you received 
Mr Croad’s report that the wastage allowed was so small that there had 
been a great deal of loss m transit m the receipt of the total quantity 
originally sent 

Mr. Bouse — No It was a question of wrong calculation One of 
the mam figures of doubt was the opening balance which Mr Croad took 
in his report and I could not satisfy myself that we had arrived at a 
correct figure of the cost of the stone which of course involves the question 
of wastage 

Chan man. — We now come to paragraph 10 

Mr McWatters. — That is a merely formal comment The real ques- 
tion comes later 
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Paragi aph 11 

Mr. McWatters —It is a book balance 

432 Mr Neogy — If the engmeeis arrived at any figure of reasonable 
wastage apart from the details of the present ease, cannot you have an 
idea as to what would be the wastage m a similai case ? 

Mi McWatteis — It is rathei difficult to get a close comparison 
'because there are so few woiks of this land and. none of this magnitude 
going on m India The Audit report mentions only one example foi 
•eimpanson, viz , Portland stone , but the conditions are entirely different 
as regards Portland stone It is a land of stone that you can cut out 
much more easily from the quairy and can make it into the shape you 
want The only other companson I ean suggest is one obtained fiom 
Martin's who are building the Nizam's house m Delhi They first of 
nil I believe, took 60 pei cent for wastage but found that is too high 
and they are now taking 40 to 45 per cent 

433 Chan man — Are they using the same kind of stone ? 

Mr McWatters — Yes, but they are building a far less complicated 
building, and they have actually found by experience that they are work- 
ing on a wastage which is practically the same as we have worked out 

434 Chairman — It is less complicated because they have only one 
building ? 

Mr. McWatteis. — Yes, and also the shape of the stones 

435 Mr Coclce — Does it confirm this figure ? 

Mr McWatters — Mr Croad’s figure is practically the same if you 
correct it by the later figures for receipts of rough stone as adopted m 
Mr Grmdal’s report It works out to the figure we have m the report 

Mi Joshi ■ — The Auditor General's note says that the wastage ought to 
have been suitably adjusted in the accounts of the past 

436 Mr Neogy — Whose function was it to adjust it Was it the 
function of the Finance Member ? 

Chan man — It was the function strictly of the executive, namely, in 
this case, broadly, the New Capital Committee I suppose it was rather 
the function of the Finance Member of that Capital Committee 

437 Mi Joshi — May I ask who first discovered the deficit ? The 
audit or the accounts ? 

Mi McWatters — I am not quite sure 

Mi Kaula — The ‘new accounting officer noticed the deficit and that 
led to the enquiry 

Mr Bouse — W e had a Financial Assistant to go into the accounts m 
4923 Just before I went on leave, I had to get out an estimate for this 
We used to do it year after year m those days 

Mr. McWatteis — We have actually a note by Sir Hugh Keeling 
in 1923 m which he said that the matter ought to be gone into, and as 
a result of that this enquiry was taken up 

Chairman — It was first taken up diligently by the new Pay and 
Accounts Officer, or rather it became a burning question from the time 
•of his action 
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Mr Kaula — Even after that annual certificates of correctness of 
accounts were given 

* 

Mi Das — One mfeience I am inclined to diaw at this stage of the 
discussion is that while m other Departments of the Government the 

I maneial Adviser conti oLs the action of the Department, heie I find the 
Financial Advisei could not conti ol the action of the Chief Engineer 

Chan man — I am not cpute suie that the Financial Adviser can control 
the action of the Department That - is rathei a big statement 

Mr Das — He could influence their decision 

Sn F Gaunt! ett — Might I also state that up to the time of the 
sepai ation of accounts and audit, the officer m eliaige of this work was 
a comparatively junior officer m the second class — a man with 10 or 12 
years service There ought to have been a moie responsible officer m 
charge The status of the post was fixed long before I took over chaige 

II you get an officei of 10 or 12 years service working as Financial Adviser 
to a man with Sn Hugh Keeling’s independence, he does not cany much 
weight 

438 Mi Joslii — The Auditoi Geneial has also suggested that the 
enquiry should have indicated how the difference was caused Was it a 
fact that that was not enquired into ? 

Sn F Gauntlett. — You are 10 paiagiaphs ahead of us That is only 
a statement of what the enquiry should have done 

439 Mr Rangaswann lyengai — Paragraph 12 says that the accounts 
officer had not been able to examine the difference m quantities and accounts 
fdi it 

Mr McWatteis — May I lead one paiagraph from Mi Gimdal’s report 
(Reads) “ While it should be borne m mind that a large number of 
the factois adopted m arriving at what should have been the actual balance, 
particularly those maiked “ A ” above, aie problematical, it may, never- 
theless be concluded that the stone naid for has been actually received in 
Delhi ” 

440 Mi. Rangaswann lyengai — That is a question of fact I am- 
asking the question of accounts 

Mi Ra'jagopalan. — Might I say exactly what was done and why it was 
considered unnecessary to do more The transactions from April 1923 
onwards weie reconciled, the quarrtit}' accounts being checked with the 
works account, both for the receipts of rough stone and issues of dressed 
stone The woiks accounts v eie posted fiom the bills m the Accounts Office 
and the quantity accounts weie posted m the stoneyaid from the chalans 
oi invoices From 1923 onwaids theie has been a reconciliation As a; 
result of the Accounts Officer’s check Mr Croad’s opening balance was 
increased by neaily 9 lakhs of cubic feet That is the whole snag Even 
earlier, the Deputv Accountant Geneial, Cential Revenues, used to carry 
out a test check of the quantity accounts , and m addition the * carry-- 
f oi ward ’ figures were completely examined from month to month by 
JIi Grindal, so that foi all practical pui poses we may take it that it is not 
necessary to go back and check very old accounts. 

441 Mi Cache — Did it occur to any one to add anything for 
wastage ? 



126 


Mr. Bajagopalan — They took 10 per cent to start with, aftei wards 
they found that 20 per cent was necessary and it is only recently that 
we have made it 41 per cent 

Mr Bajagopalan — Foi the purposes of reference we have also given 
copies of the full report of the Sub-Committee 

442 Mi Joshi. — Do you admit the statement . (reads) 

M) Bajagopalan — These were the conclusions of the Sub-Committee 
I was a member of the Sub-Committee 

443 Mi Bangaswami Iyengai — 14 (a) (1) (Reads) Have you 
been able 1 o trace the actual loss on account of that ? 

Mi McWatteis — No 

Mi Kaula. — Was any investigation made to find it 9 

444 Mi Bangaswami Iyengai — Why was not this point taken up 
that the staff was not sufficiently responsible ? 

Mi McWatteis — It is eeitamly important that the people who are 
both making initial measurements and check measurements should be 
responsible and it is important that you should be satisfied that the people 
th Q re were suitable Both the New Capital Committee and their Sub- 
Committee did not think that the procedure at the quarries was the best 
possible 

445 Mi Bangaswami Iyengai — Are you satisfied that the measure- 
ments were accurate 9 

Mi McWatteis — We considered that tlieie was no evidence of loss to 
Government although the actual procedure at the quarries was one which 
we thought could have been impioved 

Mi Kaula — Was any investigation made so that if there was a loss 
it could have been discovered 9 

Mi McWatters. — It could have been only discovered indirectly I think 
by the fact that you had not got your stone There is no other method, 
Mr Rouse, is there by v Inch you could trace the loss ? 

Mi Bouse — We actually trace every bit of stone 

Mi Kaula — Because you found the total quantity roughly has been 
correctly accounted for therefore you think that theie was no loss 9 

Mi. McWatteis — May I lead what the New Capital Committee wrote 
on that 9 (Reads) 

446 Mi Bangaswami Iyengai — May I put it to you that this attempt 
at woilang backwards fiom the actual quantity that you have got is not 
a fair way of finding out as to whethei there was any actual loss m 
connection with measurements owing to the employment of a staff which 
tv as not sufficiently responsible 9 

Mi McWatteis — We aie piepaied to admit that the system could have 
been impioved In fact we have ordered now that the headman at the 
quarnes should be made to lecord all the measurements himself In those 
da>s woilc at the quarries was very much bigger than it is now and therefore 
they did deliberately at that time adopt the system of record by work 
munslus 
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447 Mr. Rangaswami Iyengar — Was this fact before you that the 
men were not sufficiently responsible and as such they exposed Government 
to serious risks of loss ? Is it not necessary for us to scrutinise even more 
accurately than apparently has been done the actual stocks that have been 
received heie, because we have got the admission of the accounts officer 
himself that there has not been a really exhaustive check ” 

Mr McWatteis — This is the full statement of the Sub-Committee In 
the Auditor Generars note it is not stated m full (Reads) “ It is true 
that the munshis employed were men with quarry experience and, subject 
tc adequate supervision, were, by tradition and experience, more suitable 
for the work than Public Works Depaitment subordinates but the two 
membeis of the Sub-Committee refened to consider that the system adopted 
exposed Government to undue usk of loss and, m their view, the fact 
that such loss has not resulted does not condone the deficiencies of the 
system ” 

Mi Rangasivann Iyengai — You state here that there was no loss 
because the total quantity of dressed stone, rough stone, etc , came to the 
proper figure 

Mr McWatteis — We have accounted for all the stone leceived m one 
form or anothei 

448 Mi Joshi — It is quite possible there may have been a loss, because 
if you get less of dressed stones and more of ballast, then there is ceitamly 
a loss although the quantity may be the same ? 

Mr Rajagopalan. — The contract is only for the supply of rough stone. 

449 Mr Bangaswami Iyengar — Here we have certain facts that the 
people weie not sufficiently responsible, the accounts were not kept pro- 
perly, theie has not been an efficient verification of stock, and there has 
been difference of opinion between two officers as to the wastage that ought 
to be allowed Do you not think that these point to an uncertainty or 
suspicion that everything was not all right and was it not your duty to 
find out the true facts ? 

Mr McWattei s — I do not think that there is any uncertainty that the 
stone that had been paid foi was not received I admit that the system 
was one which might have been improved 

Chairman — I think the Committee will recognise that this question 
uas bi ought up befoie this Committee last year, and since then it has 
been more fully examined fiist of all by a Sub-Committee and then the 
New Capital Committee itself foi 8 days and we have its conclusions 
before us We must give some weight to the haid work that the New 
Capital Committee and the Sub-Committee have done and I think the fiist 
thing to do is to elicit quite clearly what aie the views of the Committee 
and why ? 

450 Mr Neogy — Aie we not entitled to know as to why it is, now 
tint we have the advantage of Mr Rajagopalan’s piesence on this Com- 
xnntee — why it is that Mi Rajagopalan took a diffeient view fiom what is 
being put forwaid on behalf of the Committee with legal d to this clause 
about the insufficiency of lesponsibility and undue nsks of loss Being the 
Finance Membei I want to attach a little inoie weight to the opinion of 
Mr Rajagopalan on this subject 

M) Bayigopalan — I have not expiessed any diffeienee of opinion 
eventually The Sub-Committee had certain facts to go upon and came 
to certain conclusions 
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Mr McWaiters —In tlie New Capital Committee we went further than 
the Sub-Committee did We sent for the actual officer who was making 
the measurements at the quames and he appealed befoie us for a whole 
day and we went through the actual books with him to see how he made 
the measurements Aftei examining him and seeing the supei vision whieh 
he exercised at the quairies we came to the conclusion that though the 
system might have been improved, yet looking upon it at this distant date 
the check may leasonably be considered to have been on the w hole adequate. 

451 Chau man — Did Mi Rajagopalan differ fiom that conclusion 1 

Mi Rajagopalan —Not at all, Sn I fully accept it 

Mi Neogy — It looks as if Mr Rajagopalan has since changed his 

opinion 

Mi . Rajagopalan — We had the advantage of hearing the people who 
actually did the woik 

452 Mi Das — May I know what the views of Mr Rouse are 

Mr Rouse — Might I explain the nature of this supervision. These 
- quarry men — not only did they measure, but they had to reject the 
quarned stone The ordinary Public Woiks Department subordinate 
knows nothing on earth about stone and the nature of stone Those men 
have voiked m the quarries all then lives — all their famihes have done it 
The ordinary mle is that the measurements must be made by a subordinate 
of the Public Woiks Department If we had lnm theie we should have 
thought that he would be working, but it is a most inclemc nt spot and he 
would have become sick or got tiled of it and gone away .So we emploved 
men with the knowledge and experience necessary for dealing villi this 
stone It would have been possible for us to do what we have done with 
the whole of oiu staff m Delhi Oui staff is temporary and we could 
have appointed these people as Public Woiks Department subordinates, 
and brought them on to the establishment instead of having them as work- 
charged men fnd that would have really satisfied the mb* At the same 
time, what the Sub-Committee felt -was not that these people were not the 
best people to do the work, but that there should have been a more superior 
supervision, that is to say, you should have either had an assistant oigmeer 
or an exceulne engineer at the quarry 

453 Chau man —Eventually you in the New Capital Committee did 
agree with that conclusion 9 

Mi Rouse— Yes It would have been a good thing if we had done it 

454 Mi Cocke — I understand this officer who appealed before you 
for a> whole day is lesponsible for measuring stone m Delhi 

Mi Rouse — At the quarry 

455 Mi Cocke — You weie satisfied that there were no discrepancies 
between the quany and the stoneyard ? 

Mi. Neogy— Aie you so satisfied with the present arrangements that 
you are piepaied to recommend its continuance m future 9 

Mr McWatteis — We were satisfied that he was doing his work pro- 
perly 

Mr. Rajagopalan — The Sub-Committee themselves visited the Stone 
Yaid and Mr Harris personally measured a number of stones and we 
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found that the invoiced measurements were lower than the actual measure- 
ments That was what influenced the Sub-Committee 

456 Sir F. Gauntlett — There was a surprise check by members of the 
Committee 9 

i 

Mr. Rajagopalan — Yes Mr Harris himself measured and he spent a 
lot of time over., it 

457 Mr Kaula — Is it not the case that in 1926 the Chief Engineer 
had to make an experiment peisonally to find out what was the correct 
method ? 

Mr Rajagopalan — It was only for a statistical purpose as Mr Sale 
puts it' 

458 Chau man — We have done (a) (1), (2) and (3) 

459 Mr Neogy — May I ask again my question as to whether the Com- 
mittee consider the present arrangement so very satisfactory that they 
are piepared to recommend its continuance ? 

Mi McWatteis — That is rather a difficult question to answer The 
present anangements are now entiiely different because the work is prac- 
tically closing down If the work were starting again on the same scale, my 
answer would be that we would put m a more senior officer at the quarncs. 

Cha'irmam — Your conclusion is that no loss has lesulted, but that 
does not m any way condone the deficiency We now come to (6) 

Mr McWatters . — All these points are dealt with m a later paragraph. 
May we take up paragraph 21 The most important suggestion made m 
paragraph 21 is at the end That is a very technical matter which 
Mr. House vill explain The Sub-Committee of the New Capital Com- 
mittee did consider the best method of arriving at the wastage figure and 
they i elected this method as being completely impracticable I could 
almost explain it myself although I am only a layman You take a stone, 
say, 7 inches high, and you want to get a 6-mch block You have a loss 
of 16 per cent straightaway Suppose you have a stone 61 inches high, 
the lo^ will be 10 per cent It is quite clear from that that the actual 
wastage will vary almost m eveiy class of stone It would not be correct 
to say that there would be 200 or 300 classes of stone but probably 
thousands showing a different amount of wastage This method of Mr. 
Croad’s is an impossible method of arriving at the wastage figure 

Mr Rouse — A number of these prints I have had brought up for the 
use of the Committee This is a working drawing made out from the stone- 
yard There are 5,000 drawings which have been received from the archi- 
tects and they are still being leceived from them Of these 5,000 draw- 
ings about 50 per cent have been revised once, twice or even three times. 
At any rate, they have been revised When we get these drawings from 
the architects they go into the stone-yard and these working drawings are 
prepared from which we lay out on the floor the actual size of the stones 
and cut templates (a template is a thin sheet of iron cut to a certain shape). 
A stone like this will have a template there I have had drawn on these 
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itistj for the purpose of the Committee- sketches, I do, not say,, of all but, 
a great many of the different stones that there are m this particular draw- 
ing As I say, there are 1,800 of these drawings m the stoneyard and 
they are still coming on. 

Mr. McWatters. — I may say that Mr Croad is absolutely in agreement 
with this view 

Mr Bouse — I do not know how many thousands of? templates we 
have made — 10,000 or 20,000 at the least 

Chau man. — What then is your answer to the suggestion of the Audi- 
tor Geneial regarding Mr Croad ’s method 9 

Mi Bouse — His figure from the books did not tally at all with what 
the accounts people had got, and I said to him that we must try and see 
what the -wastage is There is the record of the mistns who actually eul 
the stone That book is an internal book designed to make the contractors’ 
mistnes make the most out of the stone We issued them stone not as it 
came straight fi om the stone quarry but mostly as it corner from the saws, 
when a large peicentage of wastage has already occurred and then we 
give lum that stone and it is entered m his book This is an internal thing 
and the fact is that the actual amount entered m his books is less than what 
he got His whole interest is to try and show that be has done a good yob 
of work, it was really only introduced to tiy and make the mistnes make 
the best out of the stone, but you cannot arrive from tins at a wastage 
factor by mere calculation 

460- Chau man — In view of this explanation, have members anything 
to say 9 

Sir, F Qauntl&tt — My idea is not that you should take 1,800 different 
types of stone and take the measurement of each individual 1 stone , what . 
I had- at the back of my mind was that you should get a rough idea of 
wastage on the more elaborate stones 9 

Mr Bo'use. — Of course the wastage with ashlar is fairly constant 

£hr F Gauntlet t — It was really a question which I raised’ m ordei to 
get this discussed m front of this Committee, Would you accept as a rough 
figure that there may be 35 to 40 per cent of the total' stone m the form of 
ashlar 

461 Chairman — I think from the point of view of this question we 
have had 1 a fairly full explanation 

Mr Bangaswami Iyengar — Would it not have been possible under a 
proper system to measure the stone when you received them, after the issue 
of these stones 9 

Mi Bouse — It is a very difficult thing to follow each stone through 
all these processes I will show you a sample, this model of a rough stone 
You see uto how many pieces it is cut We were working day and night 
and dealing witli hundreds of stones every day It was peifectly im- 
possible to keep an account of each individual stone 

462 Sii F. Gauntleti . — Now if you, were doing all this stone work 
agrui, vould you at the outset make a very elaborate attempt to estimate 
what a icasonable wastage should he 9 



131 


A — I should accept what we have arrived at now If I was 
starting all over again, my difficulty would have been to find the data, 
which w 7 e do not possess "We might have gone home and arrived at a 
certain amount of useful information but it does not apply m the same 
way 

463. Q — Does not that point to the fact that these estimates muss be 
made on the spot after a very elaborate expenment ? 

A— Yes 

Mr Neogy ^ — Supposing you had a private firm of contractors ? 

Mr McWatteis — They would not be m a better position than you 
aie They have of course experience of small buildings , but the wastage 
varies enormously ■with the class of building 

464 Chan man — With leferenee to the last sentence of paiagrapli 22 
of the Auditoi General’s suggestion that ‘ the Public Accounts Oommitlee 
may well ask v r hy 14 per cent of the stone m the yaid, 
which presumably has all been paid for should be so bad as to be unfit foi 
dressing what would you say ? 

Mi Bouse — Well this was all chips, it. was not i ejected stone 

Mr McWatteis — The next point m paragraph 21 is that Mr Cioad’s 
figure has got to be compared with oui higher figuie for wastage Of course 
Mi Croad’s 23 per cent has got to be considered m the light of later 
figures of stone received Theie is no discrepancy between the two reports- 
at all, really Mi Cioad was working on figures which were not accurate. 
Mr Grmdal obtained later figures, and if you substitute the figuies Mr, 
Gimdal had for the earlierTigures, you get the’ same result 

465 Mi B Das — Both these gentlemen were servants of the State ? 

A — Mr Gundal is an accounts officer and the other is an Executive 
Engineer They are both here now if the committee wishes to see them The 
figures which Mr Croad worked on were incorrect , but the conclusions 
are identical, given the coirect figures It is only a question here of what 
were the correct figuies to calculate on 

Char) man — I think the Auditor General is satisfied with the answer ® 
The result of Mr Cioad’s figures was such that it was obvious that a further 
investigation was required to see what the actual facts were and it was 
found that Mr Cioad had been given incorrect figures to woik on and 
that explains the diffeience between 23 per cent and 41 per cent That 
is the only cause of the difference, otherwise the wastage percentage is the 
same 

466 Mi Bangaswanu Iycngai — Did Mi Grmdal arrive at the wastage 
independently ? 

Mi B,ajagopalan — Yes He went thiough all the books He took the 
actual physical balance, as verified by Mi Croad 

Chan man — We cannot leally do the whole investigation over again 
I undei stand fiom you that Mr Croad is m entire agreement with the 
corrected results of his own investigation. We will now pass on to paia- 
graph 23 

Mi McWatters — When they started at the very beginning, people 
had veiy little idea as to what was piacticable m regard to the conditions 
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they could enforce on contractors, and the actual teims as stated here were 
never enforced because they were not practical Mr Rouse can explain the 
matter and prove to you quite conclusively that you cannot do more m the 
quarnes than get out quarry-squared stone, and if you attempted to get 
anything more out of the conti actors, they would have asked for very much 
higher rates 

467 Mr. Neogy — The real point is that although there was a difference 
m the specifications, there was no diffeience m the rates ? 

Mr Bouse. — If you had attempted to get from the contractors more, 
they -would have simply thrown up their contract, it would ha^e been im- 
practicable, they would have doubled their rates 

468 Mi Rangaswami Iyengar — Was any attempt made by the autho- 
rities to get any i educed lates accepted by the contractors, and did they 
refuse ? 

Mu McWatteis — We have a lecoid on our file which shows that two 
months after this fiist conti act was enteied into, the various Engmeeis 
weie themselves asking m what foim the stones should be obtained from 
the contractor , the}' did not really lealize what this memorandum implied 
Mr Sykes, now a Membei of the Assembly, was Executive Engineer at the 
time and he did not know what this memorandum meant 

469 Mi Joshi — When it was found that the ongmal specification could 
not be obseived, did you attempt to i egulanze the whole thing by imposing 
new conditions 9 

Mi Bouse — In the new agieement we have got absolutely tight con- 
ditions 

Mr Bangaswami Iyengau — When weie they made 9 

Mr Bajagopalan. — They were made m 1925 or 1926 I believe 

Mi , Bouse — It is very difficult to say whether the original memoran- 
dum was given to the contractors 

Mr Bangaswarm Iyengai — Is there any lecord to show that the con- 
tractors observed all that the Government expected of them the question 
Is what the- Government bai gained with the contractor and whethei the 
contractor made good the bargain ? 

Mu Bouse. — There was this memorandum foi the guidance of con- 
tractors There are only two important points m this memoiandum I 
had not seen this memorandum till it turned up the other day 

470 Q — In what respect is it different m the new system ? 

Mi Bouse — We now call for tenders foi laige blocks of stone m 
drums We now pay for those drums on the finished measurement plus 
10 pei cent and we pay for the squaied block, plus 10 per cent 

471 Mi Bmgaswann Iyengar — With legard to the specifications 
v inch you expected from the contractors, when you found that these clauses 
were unworkable what steps did you take to find out that they conformed 
to these clauses ? 

Mr Bouse — I cannot undertake to say what happened m 1915 Fiom 
the time I took over, the same system has been m force 
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Chairman . — The point is that 3*011 actually did not insist on the condi- 
tions that you had specified to the contractors as regards dimensions and 
that you did not, in consequence, alter the rates that you -were paying for the 
stones that you received 9 

Mr Bouse — That is what must have happened m 1915. 

472 Chan man. — Then, if you had strictly stuck to your contract, the 
conti act would probably have been thrown m ? 

A . — Yes 

Chairman. — Are you satisfied that there was no ease for making a new 
contract at slight!}* different rates ? 

Mi . Bouse — I thmk we are perfectly satisfied on that point They were 
following the ordinary pioceduie foi the sale of stone to the public, and I 
do not think the contractors ever thought that there was any difference 
from what they Avere ordinarily supplying to the public 

473 Chan man, — "Was this ever regulanzed m the New Capital Com- 
mittee or by the Chief Engineer 1 

M) Rouse — Assuming it was an irregularity, no Thai is I think 
dealt with m paragraph 14 of the Sub-Committee’s Report 

Mi . Rangasivann Iyengar — The point here is this You have been 
at pains to explain to us that the voids ‘ stone aviII be squared but not 
dressed ’ do not leally mean that the contractor should be put to the ex- 
pense ot supplying squared stones and therefore the word 1 squared ’ must 
have lefeired to something which is not actually understood by the word 

Mt McWattcis — The people who framed it did not leally know its 
implication 

474 Mi Rangaswunn Iyengar — Did vou make any conditions as 
to the ioim m aa Inch these stones should be deliveied to you, or ivas there 
any expense which you mcuned m putting them into shape before it was 
delivered 9 You made no charge whatever, and you meiely 
measured the stone as dohveiod — whether it AA*as lough, square or m any 
shape 9 Theie must be some meaning attached to it, and Avhat was that 
meaning 9 

Mi. Rouse — More 01 less squaie blocks but not dressed, theie is 
no specific meaning attached to the word ‘ square ’ — it meant * roughly 
squaied ’ 

475 Mi Joshi — Was an 3 * stone eA*er rejected on account of size 9 

Mi. Rouse — I think there Aveie occasions AA*hen they were on account 
of quality but not I think on account of size We lived from hand to 
mouth to get stone practically of any size Now we aie getting to the end 
of the job and aa t c have not got the same number of different varieties of 
stones We enfoice all specifications m the special conti acts for 
the sup pi j- of large stones The late of supply of stone has been the key 
to the progress of the New Capital Works and our tendency has been to 
accept an}* stone that Ave could possibly accept for economical use 

476 Mi Neogy — Does not that folloAv that AA*hen blocks of lriegular 
shapes and sizes began to come m this system AA*as’no longer applicable, the 
Avhole arrangement broke dovn and you took Avhatever you could get 9 

Mi Rouse — I A\as lather diffeiently inclined fiom the view of the 
other members of the Sub- Committee that there were indications of this 
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attempt to produce square blocks m 
sion is that m practice there was no 


the eailier stages My own rmpies- 
drfferenee m how they measuied 


477 Mr Ramgaswaim lyengai — In other words, you do not agiee 
with the Auditor Geneial when he says that loss may have been caused 
on account of this 9 


Mi Rouse — No 

478 Chairman — Paragraph 25 Have you any remarks, Mr 
McWatters 9 

Mi McWatteis — The only comment I have to make is on the word 
« meiely ” m the last but one line We lelied more on the general pro- 
cedure at the quarries These stones cannot be man-handled , they are 
put by machinery straight from the quairy into the trucks on the rails 
and the rails lun right into the quarries There was a separate rail branch- 
ing into two branch lines, one going into the contractor’s quarry and the 
other into the Government quairy In these two quaines the big stones 
weie put by machinery m the tiucks and then they came down the line 
and weie checked and measuied by the man m chaige The first point 
that I -want to make is that it would leally be impossible to substitute any 
one individual stone for anothei The only possibility of loss would be 
the substitution of a whole tiuck, but this would have meant practically 
the connivance of everybody concerned at the quames The stones were 
also serially numbered, checked and measuied We thought, as a result 
of a detailed examination of the procedure at these two quarries, that 
there was no leal possibility of substitution The Sub-Committee did 
mention that theie also a subsidiaiy check fiom the fact that the State 
was mteiested m seeing that substitution did not take place 

479 Mi B Das — Mr McWatters has explained that eveiy stone 
is labelled and sent by clerks If that be so, the balance of the stone at 
the stone yaid ought to be correct 

Mi McWatteis — Theie is no suggestion that the amount of stone 
which was paid foi was not received The only jiomt we are trying to 
deal with is whethei particular stones which could be paid foi at a lowei 
rate were paid foi at a highei rate If theie is any suggestion that all 
the stones were not received, that certainly is not the case 

480 Chan man — That is not the point that arises We aie asking 
Mi McWatters this question Aie you satisfied, and if so on what 
grounds, that the stone put on the tiucks at the quaines was exactly 
received at the stone yard 

Mr McWatteis . — Yes Record is sent m tnplicate and one copy 
goes to the stone yaid Eveiy stone which comes from the stone yard 
is identified and checked 


481 Mi B Das— I do not understand this statement of the Chief 
Engineer that the stock registeis showed an entnely fictitious balance 


Chau man — That is quite a diffeient question The officer’s estimate 
was based on a certain figuie and it is a physical nuiacle to have more 
stone m the yard than ever can be there That led to further enquiry 


Mi McWatteis The document which the officei signed really 
tilled that stone was m the yard when it was not 
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Mi Bouse showed photographs of the stone yard and explained how _ 
there was plenty of stacking space for any quantity of remnants, while 
his statement only referred to the rough stone stacks m the centre of the 
yaid 

Chart man — Your point is quite a different one, Mr Das, and I think 
that there is no question now as to the actual deliveiy m the yard of all 
the stone sent from the quany That does not arise 

482 Mi Kaula — What is the cost of your stone from Government 
quarry ? 

Mr Bajagopalan — Rs 1-3-0 a c ft 

483 Mi Kaula — What is the contractor's rate 9 

Mi Bajagopalan — Re 0-14-0 

484 Mr Kaula — The difference is 5 annas May not part of the 
difference be due to w r rong deliveiy, that is, stone received from Govern- 
ment quarry being paid for as contractor’s stone 9 

Mi McWafiet s — You cannot eliminate entirely the risk of fraud ; 
you can minimize it by supei vision , and the answer is that you would 
have had to employ a very highly paid officer at the quarry The New 
Capital Committee went into the question very carefully and recorded 
then view on this point m their Resolution 

485 Mi Kaula — Has the diffei ence of 5 annas been satisf actonly 
accounted foi otherwise 9 

Mi Bouse — Yes 

486 Mr Rangaswamt Iyengai — The point still remains if there has 
been loss to Government 

Chan man — We have definite answer that theie is not only no evid- 
ence of that, but that they have satisfied themselves that it is extremely 
improbable that it took place We cannot come back to hypotheses of 
that sort 

Mi McWattei s — I suggest to the Committee that what the New 
Capital Committee decided m their resolution is substantially correct 

Chan man — We are realty on conclusions now We have been through 
the questions raised 

Mi McWattei s — As I said, we have gone into the question very 
carefully It is dealt with m the lesolution , the exact wording ’was 
caiefully weighed and I do not v r ant to alter it m the least 

Chan man — Do you agree with the Auditor Geneial that it has not 
been proved that there has been no loss 9 

Mi McWatters — I do not think it is possible to disprove it absolu- 
tely The question seems to me to be how far the system was faulty and 
whether improvements of so important a character as to safeguard com- 
pletely from loss "were possible at a reasonable cost 
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j£ r J)as— l would only point out that I am inclined to agree with 
tlie views of the Auditor General that there has been monctaiy ioss. 

Mr. Rangaswami Iyengar —Let us discuss our conclusions separately. 

Paragraph 27 

Mr Me Watters — There is just one preliminary point The situation 
now is very different from what it was when the greater part of these 
things were occurring, m that the work is now drawing to its close The 
committee in their report did not think it necessary to deal with the 
measures they were taking to improve the system The Finance Member 
of the Co mmi ttee m consultation with the Chief Engineer has, however, 
introduced certain changes which he will state 

Mi Rajagopalan, — As regaids paragraph 27 (a), the arrangement 
now is that the oveiseer on the spot m the quarries should take all the 
measurements himself and should not trust work munshis to do it for him. 

Mi McWatters — That is physically possible now because the work 
is on a smaller scale 

Mr Rajagopalan — He is a responsible subordinate As regards (b) 
the bulk of the stone is now supplied on special conti acts m which detailed 
conditions and penalties have been attached 

Mi Rouse — As regaids the method of measmement foi payment, 
uuaer the new conti act laige size stones aie paid foi, practically at the 
finished sizes 

Mi Rajagopalan — In addition to the special conti acts we have the 
old contract still going on But the method of tight measmement is well 
understood by contractois and we do not want to make a change for the 
very small residual delivery Stones are being inspected and rejected 
at the quames m lespect of the deliveries under the old agieement 

487 Mr Neogy — The old system still continues 

Mr Rajagopalan — Yes, because we hope to close up shoitly 

Sir F Gauntlett — Have the actual agreements been tightened up 
in respect of these matters ? 

Mr Rajagopalan — It was not thought advisable to close down the 
old agreement at this stage Supplies under the old agreement are very 
limited 

Chau man — Then (c) What check is now exeieised over the degree 

of compliance vith those portions of the agreement indicated m (b) above ? 

Mr Rajagopalan. — The subordinates at the stone yard check 50 per 
cent in addition to the full cheek at the quarries There is another cheek 
of 10 per cent over that by the stone yard officer We have now asked 
for records of these checks to be maintained 

488 Chau man — (d) What measures are taken to ensure that stone 
taken from a Government quarry is not paid for as stone taken from a 
contractor’s quarry ? 

Mr Rajagopalan — I understand that the Government quarry is more 
or less defunct , so the question does not arise 
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489 Mi Josln — Is the difference m rate between Government 
quarry and contractor’s quarry due only to the proprietory rights of the 
Government quarry 9 

Mr Bajagopalan — There was a big rock which had to be cut away 
As a matter of fact we had to keep the Government quarry going m order 
to ensure our supplies 

Mi Borne explained by means of a drawing the amount of > over 
burden in the Government quarry they lemoved , m the other the con- 
tractor had to do it They could not tell what stone was underneath 
In the one ease, the eonti actor took the risk of finding out what he had got 
there 

490 (J han man — (e) Are proper stone store accounts maintained ? 
What ail alignments have been made for a periodical check, etc 9 

Mr Bajagopalan — Stock is now taken by the accounts officer He 
has got stock 'senders who check the stocks As regaids accounts, we 
are still working out some details and we would probably have to consult 
the audit officer as to their exact form We do not want to introduce a 
full fledged costing system, because we are practically winding up We 
piopose to see wiiat can be done m the dneetion of improvements 

491 Chan man — (/) about wastage Have you anything to say 9 

Mi Bajagopalan — The Chief Engmeei claims that a very thoiough 
attempt has always been made to keep down "wastage Peats of utilisa- 
tion have been attempted In a feu cases a much biggei length than shows 
itself on the outside is obtained by cutting diagonally and so forth 

Sn F Gauntlett — My point is this If there is any marked differ- 
ence between the shape oi the slone that you get out of one quany and out of 
anothei, the general figuie of wastage that you might attain from these 
transactions would not be of veiy gieat value 

492 Chan man — What is the effect of mconect figures of wastage 
that weie used at an eailier date 9 

Mr Mc-Watteis — Theie would have been serious effects if the stones 
had been sold to the public at reduced lates which only made allowance 
for an mconect rate of wastage but this did not take place 

493 8n F Gauntlett — Would it make a diffeience m the estimated 
cost of stone m the buildings 9 

Mi Bajagopalan — The estimates have been exceeded and levised on 
this account 

Chan man — That means the capital cost of Govemniem House, Seere- 
tanat and the Council Chambei had to be increased 

Mr Bajagopalan — Yes We have had to put on extia debits to those 
works 

494 Mi Neogy — That means a largei commission to the architect 
and otheis 9 

Mr Bajagopalan — No, because the architect is paid a lump su m ir- 
respective of the cost of work done on the original estimates 

495 Chan man — If a private building is constructed with these 
stones, the man would have to pay more for it f 
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Mr Rajagojialan — I am afraid so But the Chief Engineer has 
assured us that stone work even with this additional cost is cheapei than 
"-tone work elsewheie m the world 

Chav man — The Committee will have to come to conclusions by dis- 
cussing among themselves, but before the witnesses go, I would like to 
be sure that there are no more questions to be asked 

496 Mi . Jo sin — Why was not the whole of the difference due to 
Wastage adjusted 9 

Mi. McWatteis — Because the earlier wastage figure had to be re- 
vised 

497 Mi Josln — Paragraph 10 of the Memorandum Bid any other 
causes contribute to the largeness of the difference and did such .causes 
indicate mere book error's or something more 9 

Sir F Gannthtt — It is a mere statement Mr Kaula who drafted 
it merely meant it to be considered 

Mr Kaula — So that you can judge for yourself 

498 Mi. Neogy — Paragraph 18 deals with disciplinary action. 

1 want to know if the Committee has got anything to say 9 

Mi McWatteis ■ — The New Capital Committee lecorded their view 
that this action was adequate , they w T ent into these matters very carefully 
and considered that it was necessary to make the censuies which they have 
made If any member wishes to criticise any of these decisions, I will ex- 
plain m more detail 

499 ill? Neogy — Why was it that an admittedly unqualified official 
was employed m that particular position at stone yard offices 9 

Mi McWatteis — We considered it a mistake that a man with high 
technical qualifications, who is an authority however only on stone and its 
application to buildings, should have had imposed upon his work which 
really -would have been much better done by a sepaiate accounts officer or 
executive engineer We thought it was not quite fair In apportioning 
the blame which we did on this officer we did take into account the fact 
that he was, m oui opinion, put m a position which was scarcely fair to 
him If he had had a very competent accountant to guide him or had an 
offieei above lnm who was dealing with accounts, he would have been 
guided on the right lines We were satisfied that when signing the docu- 
ment he thought he was signing a formal document He did not really 
pietend to have checked the various things which be had not checked Aftei 
examining the matter very carefully, we thought this was the amount 
of censure we could legitimately impose upon him 

500 ill? Rangaswami Iyengai — About this stone yard officer, you 
say that he is ceitamly to blame 9 

Mr, McWatteis — We qualified our apportionment of the blame I 
lun e explained v by v,e considered the cncumstanees extenuating We had 
to record censure ceitamly 

501 Mi Josln — So he got more than wliat he would have got as 
a meie technician 

Mr Rouse — I think he got Rs 900 to Rs 1,100 He is now on 
Rs 1.100 from 1 09 4 onwards His pay was raised with the mci eased 
duties 1 
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Mi. Bapujopalan — He staited on Rs 600 and got annual increments 
ot Rs 50 

502 Mi J oshi — As a meie technical officer, lie 'would have got the 
same thing t} 

Mr Bajagopalan — Not quite 

503 Mi J oshi — But you made him Superintendent of the stone yard 
and he happened to get more ? 

Mi Bajagopalan — Slightly more Some slight addition was given 
in view of his increased duties as an independent sub-divisional officer 

Mi Bouse — -We found lum a most capable officer, and this is the 
laigest stone yard m the world He was put m charge of the quarries 
•and the tram port work, and he was one of the most efficient of our officers. 
'The New Capital Committee m apportioning any blame felt that he had 
not been properly supported in the matter of his accounts v r ork, which after 
all was a thing of which he had no experience 

504 Chav man — That it w r as the fault of his supenois and not his 
fault 5 

Mi Bouse — As fai as the officer himself is concerned, he has done 
"the Government extraoidmanly well m the execution of his -work No 
firm at home would evei have put one man m chaige of the job or was 
likely to have got a man who could do it 

505 Chan man — In so far as he made a mistake that was censuiable 
m signing a document of wdnch he knew little, it was a duty which ought 
to have been puielv formal or which some one m higher authonty ought 
to have undei taken 0 

Mi Bouse — Or ne should have leceived sufficient suppoit 

Mi. Mr Woiteis — The othei case is that of the Quany Superinten- 
dent He lecoided on the elialans that the measuiements veie made by 
him As a matter of fact m some cases he did not do the complete measure- 
ments himself but they w r ere lecorded by his woik-munsi under his supervi- 
sion They were howe\ei ceitified as made by him, w r hich ceitamly to the 
ordinary person -would indicate that he had measured them himself, which 
he had not done It v T as however the practice befoie he came there, and 
we took that into account, m appoitionmg our censure He was doing it 
we consideied without any intention of misleading anybody, because Mr 
Oan ns and eveiybody knew what the pioeeduie at the quairy actually 
was 

506 Chau man — What about the question of whethei any superior 
authority should be held lesponsible for employing this man ? 

Mi McWatteis — We had evidence before us that this particular 
question of the employment of Mi Can ns and the exact nature of his 
duties had been before the New Capital Committee and that theiefoie if any 
one was responsible, it was done with the cognizance of the Government 
ot India as lepiesented bv the New Capital Committee Theiefore we 
did not think it fan to censure any of the staff 

507 Chau man — That it was a deliberate decision taken by the Gov- 
ernment of India ? 
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Mi McWatteis — A decision m coming to ■which the Finance Member 
of that particular Committee definitely made special enquiries as to 
exactly what was intended 

Mr Bouse — He was put m chaige m 1920 by Sn Hugh Keeling but 
the Government had cognizance of the facts subsequently — about 2 years 
later — when his pay was to be raised At this time it was carefully ex- 
plained what his duties were and why lus pay should be raised, so that the 
Finance Member knew specifically what those duties were 

508 Chairman — It was Sir Hugh Keeling, the Chief Engmeei, who 
was responsible ultimately for employing him m this capacity, from 1920, 
but the facts came before the New Capital Committee only on his applica- 
tion for more pay and no question was then raised ? 

Mi McWatteis — It is clear from the records that they did go into 
the question of his duties 

509 Chav man — But not whether it was suitable to employ this par- 
ticulai man 

ill? Rajagojmlan — There was only a question of increased pay and 
instead of giving the increase asked foi they agieed to a smaller increase 
The case came before the New Capital Committee purely on a question 
of increased pay, and the Finance Member could not possibly have gone 
into all the aspects of the oigamsation 

Mi Rangaswami Iycngai — Mi Rouse told us that all the facts were 
put befoie the New Capital Committee and the Committee knew exactly 
what Mi Cairns was expected to do 

Chairman — Undei those circumstances the Committee felt there was 
no particulai superior officer on whom they could lay blame or censure 
and that if theie wa-i anybody at all it was the Chief Engineer 

510 Mi Neogy — In lus application foi moie pay did Mr Cairns 
lay stiess on the fact that lie was leqmied to do some work foi which 
he was not quite fitted and for which he had no qualification 0 

Sn F GauniJett — I think I can speak on the point because I lemem- 
bei the ease coming up befoie me for audit Theie was a technical ques- 
tion laised as to the mciease of pay wiien he was already seiving under 
a contract I lemembei holding quite cleaily that as additional duties 
w'eie being imposed on him which did not enter into the terms of the 
ongmal eontiact it was peifectly legitimate for him to ask for moie pay 

511 Mi Neogy — How was it the Finance Membei's attention was 
not diawn to this fact 1 It was not merely a question of bargain — he ask- 
ing for so much and the Committee giving him a little less 

Chau man — The Finance Member you are speaking of is of eouise 
the Finance Member of the New r Capital Committee 

Sir F Gauntlett — The only question I had to deal with was not to 
criticise the admmistiative anangements but merely as to whethei a new 
conti act could be entered into 

Mr Das — But if the man receives a higher salary for doing certain 
work, he must be held responsible for that work 
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512 Mr Neogy. — And by agreeing to the increment you must have 
practically endorsed the view that he was giving efficient service, not merely 
hs a techmcal man but also as a man m charge of that depot 

Mi McWatters — I think the New Capital Co mmi ttee of the day did 
endorse the executive arrangements when they agreed to the increased rate 
of pay 

Sir F Gauntlett — I presume it would be fair to the New Capital 
Committee to say that Sir 'Hugh Keeling evidently thought the man was 
hUed to undertake these duties and the New Capital Committee accepted 
that view 

Mr McWatters — I think there is on record a statement about Mr 
Cairns by Sn Sydney Ciookshank m which he expressed m the strongest 
' terms lus opinion about Mr Cairns and his suitability for doing the work 

513 Mr Neogy — And if this officei based his claim to an mciease 
of pay on the ground that he was doing something which normally he is 
not expected to do, certainly he cannot be allowed to say m the same 
breath that while he was signing these certificates he was thinking it was 
puiely formal work 

Sir F Gauntlett — I think you are again making an assumption, Mr 
Neogy As far as I lemember the papeis — it was of course 4 yeais ago — 
there v as no suggestion by Mr Cairns that he was being asked to undei- 
take woik tor which he was not suited The only point that was put up 
was that the Government weie asking him to undertake new duties and 
therefore an additional rate of pay was justifiable 

Mr Neogy — I mean that , that is exactly what I said 

Sir F Gauntlett — You were presuming that he admitted that he 
was not fit for the work 

Mr Neogy — No What I mean is if he bases his claim to increase 
of pay on the ground that he was given additional duties he cannot be 
allowed to say now that he took the performance of those duties as a mere 
formality, signing documents without looking into them 

Mr. McWatters — He has not actually evei said that 

Chairman — I do not think he has said anything of the sort 

Mr McWatters. — He did not pay as much attention to that document 
as he ought to have done We censured him for it and we pointed out 
the circumstances -which m our opinion have a bearing upon the gravity 
of the ten sine We have dealt with the question of the Superintending 
Engmeei separately 

Chan man — As legards the question of the lesponsibility for appoint- 
ing this particular officei as Sub-Divisional Officei it was the New Capital 
Committee itself that was responsible, that is, the Government of India, 
foi this particular appointment 

Any more questions 9 

Then I think we must come to our conclusions on this when we dis- 
cuss oui leport 

The Committee adjourned till 2-45 p m 
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Proceedings of the 7th meeting of the Public Accounts Committee held 
on Tuesday, the 9th August, 1927, at 3 p.m 

1 The Hon’ble Sir Basil Blackett, K C B , K C S T , Chairman 

2 Mr H G Cocke 

3 Maul vi Abdul Matin Chaudhury 

4 Mr B Das 

5 Mi A Rangaswami Iicngai ^ Members. 

6 Maulvi Sayid Murtuza Sahib Bahadiu 

7 Mr N M Joshi 

8 Mi G Saivotham Rao 

9 Mr K C Neogy 

10 Sir Fiedene Gauntlett, Audnoi Geneial 

11 Mi A F L Brayne, Financial Seeretaiv 

32 Mi G M Young, Army Secretary 

13 Mr T K Rajagopalan Officer on Special 

Duty 

14 Mr J W Ebden, Director of Army Audit 

Mr A M Rouse, Chief Engineer, Delhi 

Mi J L Sale, Superintending Engineer, ^ Witnesses 
Delhi j 

514 Chairman — We take now Appendix XIV with the annexure 
thereto — the memorandum of Mr Roche This is m geneial the question 
of the purchase of stores for New Delhi It is a little difficult to make 
this discussion very relevant and I do not know whether there is any 
method of shortening the discussion 

Mi B Das — I would suggest Mr Rajagopalan making a statement 
and we could discuss it 

515 Chan man — Are you prepared to do it, Mr Rajagopalan ? 

Mi Raiagopalan — Very well, Sir An inquiry uas piornised to the 
last Public Accounts Committee and an inquiry was earned out with regard 
to stores transactions bi ought to notice m the last year’s appropriation 
accounts The teims of leference are set out m paragraph 1 of this 
memorandum They weie settled m June 1926 I communicated them 
to the Accountant General, Cential Revenues and he was good enough to 
draft -another set of teims of reference I mentioned that at a subsequent 
meeting of the New Capital Committee who consideied that as an inquiry 
on these lestricted lines would itself cost us a lot of money — an officer was 
on special duty for moie than tlnee weeks — an extended inquiry would 
cost moie Moreovei we had ceitam lefoims m hand by which stock 
accounts weie being tightened up That being so we thought that an 
inquiry into the specific matteis mentioned m the Audit and Yppiopria- 
tion RepoH would be quite sufficient to give a lead to the Accounts and 
othei officers as to the couise to be adopted That uas how the terms of 
lefeience is originally fixed weie not enlarged as a result of the Accountant 
General, Cenlial Revenues 7 suggestion 


"N 

’'Weie also present 
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1 $ l} ' F (xa%ntlett May I make one comment on that general question 
before we pass on to the details of the report * It has always to be 
remembered that when an audit officer conducts a test audit he necessarily 
cannot take up all the transactions dining the period to which his test 
relates The action which the auditoi took led to certain comments m 
the last year’s report, and this committee then decided that theie should 
be an inquiry into the administration of the stores I suggest as a geneial 
principle that when an inquiry is being held like that, it is not collect 
m principle to restrict it merely to what was found out by the audit 
officer , of course the audit officer is not there to audit the whole transac- 
tion but to ascertain whethei there aie evidences of inefficient admmistia- 
tion That is all that I wish to say at the piesent moment with legard to 
the scope ci the inquiry 

Mi Hujagopalan — The inquiry, though lestucted m scope, was one 
in which the audit officer and Ins assistant weie both present and m fact 
it was not confined to individual cases but questions of pnneiple weie 
fully allowed to be ventilated The findings of Mi Roche aie contained 
m paiagiaphv 8 and 9 of this memorandum The mam finding was th.it 
the question of economy played too important a pait as legards the stall 
entrusted with the custody and purchase of stores m the past and that there 
were no serious losses to Government disclosed except those detailed m 
paragiaph 9 ' he also found that the system of audit and accounts had 
some responsibility m the matter because the officer responsible for stores 
and traffic had sub-divided Ins orders m ordei to be within his sanctioning 
powers It is mainly on that mattei, I think, that Mr Roche held that the 
audit officel was to blame In paragraph 9 the cases m which excessive 
prices had been paid are specified The amount of these purchases comes 
to about Rs 20>000 in a total of operations running to crores, though, of 
course it is admitted that there was only a test check and if a fuller check 
had been made probably greater losses might have been discovered. 
In paragiaph 9 the defects of the system are set out fully The New 
Capital Committee were not quite satisfied with Mr Roche’s repoit , they 
thought— that the controlling officer could not divest himself of all re- 
sponsibility m the matter of the purchases at excessive lates and so they 
asked me to make another investigation as to the extent of that officer’s 
responsibility The conclusion at which I ai rived is given m paragraph 
10— that the controlling officer possessed the data necessarc for the proper 
scrutiny of rales and that he did pot scrutinise the rates of the purchases 
made In ihe divisional officer As against these, it must be said that the 
coni lolling officer had a lot of othei duties to do , he was not merely in 
charge of stoics 

Mr House . — He was the supeimtendmg engineer of the electrical and 
mechanical circle He was responsible for the electucal and othei ongmal 
works still going on, for the election of the powei house, the construction 
of the distribution schemes and of all electucal work 

ill? Rarngopalan — Supervision of stoies foimed only a small part 
of his duties but all the same the New Capital Committee decided that 
they v onld express a certain amount of displeasure The finding of rhe 
Committee is given m the next paiagiaph (Heie the findings weie read 
out) As regards the responsibility of audit the Committee felt that their 
conclusion could only be piovisional till they were m possession of the 
Auditor General’s views 



516 Chairman . — As regards the rest of the memorandum, what does 
it contain 0 

Mi Bangasivami lyengai — You have not lead the Auditor General's 
i email’s and findings from paragraph 13 

Mr Bayagopalan — It is repeated m the Audit and Appropriation 
Accounts of this year 

Chan man — Mr Rajagopalan has taken us up as far as clause 13 , he 
has told us facts as legards the scope of the Committee and the lesults of 
the Committee’s investigation and the findings thereon The rest of the 
memoiandum, I think, is comment by the Auditoi General on the findings 
of the Committee I should think the easiest way would be foi us to 
take the Auditor Geneial’s comments now 

517 Mu Rangaswami Iyengar . — Except on this fiist point which the 
Auditoi (leneial has laised I do not want to put any question on the scope 
of the mquny You will find by leference to the Public Accounts Corn- 
rail tee’s Eepoit last year that the w ? oids used are — “ We aie informed 
that a dep-u tmental mquny is being instituted to mqune into the general 
questions iar?ed by these paiagiaphs m legal d to the collection of materials 
m advance or m excess of lequnements and the position of the stole 
accounts We trust that the inquiry will result m improved conti ol Did 
it not suggest itself to you that youi mquny should not be cucinnseiibed 
m the way m which you thought fit to do ? 

Mi T'ojagopalan . — It w r as not cneumscribed m the sense that you 
imply, Sn We started noth certain instances gnen m the Audit and 
Appropriation Repoit and w r e invited the audit officers to be present at 
the mquny , any general comments arising out of those instances winch 
they made have been duly taken into account by Mr Roche m Ins findings 
It seems to me that the individual instances naturally led to a consideration 
of the general pimciples 

Mr Itovgasivami lyengai . — I think this paragraph goes much further 
than a mere inquiry into particulai instances we say there “ . and the 

position of the store accounts ” That includes the general principles upon 
which you maintain your store accounts 

Mi. Rajagopalan — If you will kindly go thiough the terms of re- 
ference as set out m paragraph 3 you w;ll find that it was resolved “ that 
a similai inquiry be instituted m regard to any other lnegularities that 
have been bi ought to notice by the Audit Office m lespect to stoies 
geneially ” We did not m fact w r ant the mquny to be confined to 
particular instances, without a consideration of the geneial principles 
emerging from them 

518 Mi, Bamgaswann lyengai — My point is this it is not meiely 
the questions that arise out of the n regularities that you detect, but the 
question-, ansing upon the position of the stoies accounts , that is what 
we wanted you to examine, whether the store accounts as now r maintained 
are in due foirn and whether they would lead to the irregularities winch 
veie detected by the accounts officer 

Mi Raiagopalan , — These questions have been specifically answraied by 
Mr Roche and he said that the accounts now introduced are quite satis- 
factory 
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519 Chairman. — What is the essential difference between the inquiry 
that actually took place and the presumably wider inquiry that you did not 
undertake • 

Mi Bajagopalan — It would have involved Mr Roche, actually going 
and taking out fresh instances of orders placed and finding out the rates , 
we thought we had enough to go upon and that it would give us suffi- 
cient results, especially m view of the fact that we weie tightening up 
the whole system 

520 Mr Bangaswami Iyengai — Has Mr Roche made any recommenda- 
tions m regaid to the position of stole accounts 9 

Mr. Bajagopalan — I think he was generally satisfied with the new 
system of accounts and the new system of control that ive have introduced. 

Chan man — I cannot see that there is leally very much m principle 
between the inquiry that did take place and the potei/ial inquiry that 
did not 

Mr Bajagopalan. — I submit, Sir, there is really no difference , the 
audit officers were given full opportunities to express thmr views 

521 Sn F Gauntlett — I want to put it m this way that if the 
auditoi mrthe limited mquny he had made had found numerous instances 
m which prices had been paid which weie much above the market value, 
would it not have been desirable that that mquny should have been ex- 
tended over other periods and commodities also 9 

Mr Bajagopalan — We thought that as we were tightening up the sys- 
tem m other ways the lessons that we could deiive from the particular 
instances would be quite sufficient to guide us Even supposing there 
were losses m othei directions, tlieie was no use m puisnmg the matter 

522 Sn F Gauntlett. — The men really responsible had already left 
the service 9 

Mr Bajagopalan — Yes 

523 Chan man. — Is it not a question of what w r as the object of the 
inquiry 9 It was with a view to remove defects and suggest improve- 
ments , it was not a roving mquny into possible enois that might have 
taken place , the object was to effect improvements , and +he view taken 
by the New Capital Committee was that they had a sufficiently large 
number of cases without their instituting anything like a loving mquiry 
and possibly encountering othei difficulties 

Mr Bajagopalan — Exactly so, Sir 

524 Mi B Das. — One point that tjie Auditor General y anted, -.to de- 
termine the extent, of responsibility of officers, the New Capital Com- 
mittee entirely avoided , this mquiry did not touch it at all 

But the Accountant General did suggest it his terms of refeience 
were not accepted , and I confess that looking at that 

Chairman. — I should have taken the same view as the New Capital 
Committee , the shorter terms of reference were sufficiently ample to 
achieve the purpose , it was not a roving inquiry , nor was it an inquiry 
to fix responsibility on particular people for possible errors It was 
with a view to suggest improvements and remove defects 
lG^rn , 
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525. Mr Bangaswann Iyengar.— That is pnmarily the idea , and m 
ordei to do thal you must know all what happened 

Mr Bajagopalan — We had a, very fair specimen of what happened 
The Chief Engineer tells me that the audit officer had spent three or j.our 
weeks on his particular inspection of the store yaid 

Mi Kaula —As the Auditor General has pointed out it is a test audit , 
only a very small percentage of the transactions was examined 

Mr. Bajagopalan. — As compared with the previous overhauls, it was 
. a phenomenally exhaustne mqimy 

Sw F. Gaunttett — Yes , we had a veiy useful report 

Chairman — We come now to the Auditoi General's comments m 
clause 33 on the findings of the New Capital Committee. 

526 Mi Bangaswann lyengai — This raises the general question. Have 
you anything to say on that, Mr House 9 

Mi Bouse. — This was an accumulation of years m the eouise of the 
.construction of the new capital The gieatei pait of tins was incurred 
at a time when the markets were fluctuating \iolentls and there was 
considerable difficulty m obtaining stores , and we had to look to the 
point of getting the job done We had to look pretty far ahead and get 
more stores m than would be lequired on an oidmary 30 b , it was not 
very easy to forecast exactly what 3 ’oui requnements in stoics would be 
during the next twelve months only , a good deal depended on what plans 
were got ready and what buildings could be pioceeded with Another 
point was the question of economical purchasing In the case of pipes 
for example w r e pui chased veiv laigely 111 1919 befoiekbe rise took place 
and on that particulai item we sated the got eminent a very laige sum 
of money , it is just like a business him going to the niaiket. and purchas- 
ing eaily 111 anticipation of a rise m prices 

527 Chau man. — One of the difficulties lieie is tr'd we aie dealing 
with transactions a laige piopoition of which took place dunng and 
just after the tvar , but as legards what is said by the New Capital Com- 
mittee — “ In such a pioject, it tvas m the public mtuosi that stores 
should be stocked without stuct lefeience to a time limit within which 
they could be utilized ’’ — that is a geneiul statement, quite independent 
of w r ar and post-war yeais Is it not lather a less caut.ons statement than 
you would be inclined to make 9 

Mi Roust . — It ceitamly is not m a pioject like this, as T said a good 
deal depends on the pieparation of the plans , you do not know really 
from month to month 01 lathei fiom six months to six months wdiat 
buildings you would be working on 

528 Chau man — But you wnuld m that case be woikmg without re- 
ference to the time limit 9 

Mr. Bouse. — A larger time limit than the ordinary time limit 

529 Mr N eogy . — What proportion of the stores are procured m 
India and what proportion outside India, roughly ? 

Mr Bouse. — I cannot answer that question off hand 

530 Mr. Neogy, The necessity for storing materials m advance might 
not be so great m the case of stores obtainable m India as in the case of 
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stores from England, and the question of violent fluctuations m the 
market rate also would not arise m connection with Indian stores to the 
same extent as stores from England 9 

Mi. Bouse. — I think they did , the stores ,m India fluctuated quite 
as violently in response to prices m Europe 

Chau man — More at that time probably 

Mu Bajagopalan — May I suggest that Mr. Sale be called m because 
he was actually m charge as Chief Engineer last year 0 

(Mr Sale came in and took his seat ) 

531 Mr Bangaswami Iyengar — I should like to have a little further 
information The Auditor General says in paragraph 13 “It may be 

pointed out that the figure of 35 37 lakhs referred to is under reserve 
stock only, that is, it is exclusive of manufacture accounts of stone, 
bucks, marble, water supply materials and of ballast, etc ” Can you 
tell us approximately how much stock ahead you have under those 
heads ? 

Mr. Bouse — Stores m excess of 12 months’ requirements are 13 69 
lacs . that as a matter of fact includes about 7 lakhs of rupees of electric 
fans which weie being used every day , they are not really stock but 
they are still borne on stock accounts 

Chairman — With a view to shortening the discussion, so far as the 
paiticular point is concerned, I think the Public Accounts Committee 
would agree that the existing Public Works Department Code rule is a 
very good one and we cannot do veiy much more m this particulai case 
than to express oui views strongly that it is one that cannot be follow- 
ed too strictly m the interests of the State 

532 Mr Bangaswami Iyengai — That is why I want to put it to you 
that we must dissent fiom the view of the New Capiral Committee I 
want to know whethei nothing guides you m regard to purchase of 
stores, except what you think at tire moment to be the right thing to do 
You may think it is cheaper to buy a thing now than five years hence , 
what is the pnnciple upon which you would buy forwaid ? , 

Mr Bouse — The pnnciple that we know definitely that it would be 
required this year or even next year , if we found that we were getting 
a cheap quotation m our opinion, we would probably go beyond the year 

533 Mi . Bangaswami Iyengai — Shall I say you will not go beyond 
two years ? I want to have some limit to this land of thing What is 
the limit you have m your own mind 9 What are the principles that 
guide you m making these purchases ’ 

Chairman. — We want to get away to some extent from the time of * war 
and get along to general pinrciples , what troubles me in this memoran- 
dum is the geneial statement that it was in the public interest that stores 
should be stocked without stnet reference to a time l imi t I should 
not like to endorse this and I think the Committee has that feeling too , 
of course we are willing to recognise that during the war and post-war 
years there was some justification possibly for departure from the rule — 
but not as a general proposition 
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Mr Rajagopalan — May I say this, that no order can be placed without 
being previousy \etted by the Accounts Officer, and m cases of dou)it a 
reference is made to the Finance Officer of the New Capital Committee 
and the ease is taken up m the Committee 

534 M j Rcmgasivmm Iyengar — But the New Capital Committee has a 
very extended opinion of what to purchase and what not to purchase 

Mr. Bouse — Nowadays one would not go to the same extent as one 
did then because prices and things have become more settled If I was 
starting again and if it is a case of a very large quantity of rolled steel 
beams, I would piobably go beyond the year, seeing that a very large 
quantity is required and I should get a better tender for a larger quantity 
than for a more limited quantity 

Mr Rajagopalan. — Supposing two years instead of one year were 
fixed as the time limit , it would perhaps meet the case 

* 

Chav man — Two yeais would be a, ridiculously long period At the 
same time I think that a rule that m no circumstances should you go be- 
yond a year, would be unduly restrictive One is ob' musly up against 
a difficulty 

Mr Rajagopalan — As a matter of fact, the bulk of the pm chases 
are now made thiough the Indian Stoies Department 

Mi Rangasivamy Iycngaj — I am concerned with the question of 
purchasing in advance of requirements, and I say there must be some 
principle It ought not to be left to the discretion of eithei the Chief 
Engineer 01 the New Capital Committee 

Sii F Gauntlett — Fust of all, there must be sufficiency of stock to 
ensure the pi ogress of constiuction and subject to that consideration, 
economy should be the main principle In determining wliethei a paiti- 
cular purchase is economical 01 not, one has to take into account, on the 
one hand, the interest which acciues on the capital expenditure from the 
moment that it is incurred and on the other hand the possibilities, as 
Mr Rouse lias pointed out, of being able to get a better tender If you 
ask for supply of a laige amount m one older, that does not necessarily 
follow that the "whole payment must be made at one time The delivery 
might be progressive and payment made on delivery 

ibTr, Joslu — Violent fluctuation m my judgment is not a good reason 
for stocking larger quantities of material than are actually required 
It is a good reason for stocking less, because Government is not a specula- 
tor not is it m the position of a mei chant 

Clmrmam — It may or may not be, but the conclusion that I am 
inclined to draw is that if we could only get to a system of letting out 
to a contractor the whole of the thing I think we should be much better 
off 

Mi Rouse — It was not possible to do so 

535 Mr J oshi — I should like to know the names of some items which 

you thought should have been purchased m largei quantities m those 
days x 

Mr Rouse — One of the items was pipes which cost a considerable 
sum of money 

Mr Cocke — I have had a good deal of experience m checking stores, 
and the ordinary consideration which guides the storekeeper m ordering 
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additional stores is, you have got to get an idea of your normal consump- 
tion and when you find that your stock would last for 3 or 4 months 
you should order for a fresh supply But the ordinary rule does not apply 
m a case like this It is very difficult, I think, to lay down any rule for 
ordeimg stores m big works of this sort For certain articles you might 
have to call for tendeis and m such a case you have got to look 6 or 9 
months ahead, because the stuff might have to be got from Calcutta or 
outside India 

i 

Ckm man. — In a case of this sort, the Public Accounts Com- 
mittee is not so much to conduct an inquisition into the past as to lay 
down m suitable language one oi moie general principles which are 
going to be useful hereafter m securing economy m the building of New 
Delhi 

M) Bouse — I maj r mention that when an officer sends his application 
foi purchases now, he has to show the balance as well as the actual con- 
sumption as also the annual consumption All these things have to be 
enteied m the application befoie asking for pei mission to purchase So 
we keep control over that always, and if he wants to purchase more than 
what is nccessaiy, he has to justify the demand 

Clause 14 

536 Mi Bangaswami lyengau — Have you anything to say on this, 
Mr Rouse 9 

Mi Bouse — This is rather a special case When these articles were 
purchased, oui electric light were conceited on the walls, and the con- 
duits fixed to those lights were of porcelain manufaetuied m Delhi At 
the time when we wanted to make these, the price of steel conduits was 
very excessive Sir Hugh Keeling very light and with great foresight 
said, we will try the others, and theie were two reasons for it One 
was cheapness and the othei was the development of the porcelain in- 
dustry m Delhi As a mattei of fact, the porcelain conduit has proved 
unsatisfactory m that it was not sufficiently watei tight, and there was 
condensation inside So they went bad The sequel to this is this, that 
we ham now replaced these by steel conduits, and the cost of doing so 
has actually piodueed a saving of about Rs 40,000, after allowing for 
writing off the value of the whole of the poicelam conduits 

Chan man — It is rather a strong justification 

537 Mi , A Bangaswami lyengai . — Your case is that the failure of the 
experiment far from resulting m loss has resulted m a saving 

Mr Bouse — That is so 

Clause 15 

538 Mr. Das — What sort of disciplinary action was taken against 
this Officer ? 

Mi Bouse — The matter was brought to our notice by the Audit. 
We took some time to consider it and m the meantime the officer went 
on leave 

539 Chairman — Was his departure m some sense a punishment 
or was it after the discovery of this irregularity ? 

Mr Rouse — He was reverted to the military , he did not return 
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540. Mr. Neogy — Why was he allowed 4^ months’ leave 9 

Mr Rouse — Let me tell you briefly the history of this case This 
officer first came to us m the last Delhi Durbar. He did very good worlc 
for us He belonged originally to the Oidnanee Depaitment as a ser- 
geant I must say that he did extremely good work, and he was a very 
hard worker Then he was put m charge ot stores and traffic, and he 
had to run all the traffic, that is to say, dehveiy of stores, to the works 
and so on On the whole, he did extract dmanlv well But I think the 
gentleman was m many ways somewhat stupid His chief fault was 
that he was thoioughly m the hands of his storekeeper, who w r as directly 
under him He had no bad mtenlions, but as I said, he w r as thoroughly 
m the hands of his storekeeper who used to put up papeis for his signa- 
ture, and tlie^e papers this officer used to sign without propel inquiry. 
It was a question of getting his job done, and I don’t think he lealised 
that Ins action might be considered as tantamount to hiding the puces he 
ivas paying The stoiekeeper was dismissed 

541 Mi Rangasivami Iyengar — The position so far as the Committee 
is concerned, is this You say you aie perfectly satisfied with his honesty 
and with his work What I should like to know 7 is whether you think 
that a man who signed the indents vnthout inquiry as they were produced 
by the stoiekeeper is ically a good w r oikei ? Don’t you think that his neg- 
ligence or mdiffeienee is a serious indication of Ins incapacity oi sus- 
picion as to his character 1 

Chairman . — I think, m view of what the Chief Engmeei has 
said, it was stupidity rathei than a case of mala fides 

542 ilfi Neogy — How is it that vou allowed him to go on leave at 
a time wiien the inquiry w r as pending and when you were not m possession 
of all the facts to enable you to come to a dc eision as to his complicity 
or hona fides or mala fides 9 Did you anticipate the diselosuies of the 
inquiry that w r as pending and exonerate him m advance of the findings 9 

Mr Rouse — I should like to look up the file before I could answer 
that question 

Chan man — The position is this, that as a result of the mqunies 
that were going on you had brought home to this officer before the fur- 
ther inquiries that w r ere to be made, Ins responsibility for signing the 
orders You yourself reached conclusions regarding this particulai officei ’s 
responsibility, and on the strength of that you allowed him to go on 
leave as a sort of punishment But the question is, was it reasonable 
m such circumstances 9 

Mr Rouse. — He was being reverted to his previous employment 

543 Chan man, — The question is why was that officer m such 
circumstances allowed 4^ months’ leave 9 

Committ^ 6 ?^ — ^ aS ^ n °^ ena ^ e k lm to escape the findings of the 

Mr Rouse — Most certainly not 

Chairman * We had a statement that the officer was reverted 
? , f ° rn ^ er appointment on the ground that he had not shown sufficient 
a l i y to be retained It was probably a very good reason for sending 
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away tiie man sooner because probably at some later date be mi ght hare 
made some bigger mistakes 

Mr Bangaswanu Iyengar — The ordmaiy procedure in snck cases is 
to suspend the man pending inquiry That is what >ou ought to have 
done 

Chairman — As a mattei of fact, I had to take exception to the 
retention of such a man, because it is not after all an economical thing 
to keep such officers 

Mr Bajagopalan — A departmental inquiry was made and he had 
submitted his written explanation 

544 Mi llangaswami lyengai — What was his explanation ? 

Mr Bouse. — His explanation was that he signed about 3,000 oiders 
m a year and he was only condemned for about 30 oiders, and that he 
got no eiedit for the good work he had done 

545 Chav man — The position is, when action was taken in 
reverting this officer, the authorities m charge had come to a ceilam con- 
clusion m regard to his woik They wcie not aware that theie was 
necessanly going to be a further inquiry The question whether they 
ought to have granted him leave or not is a subsidiary question and 
besides it is a separate question But what soit of disciplinary action, 
JNlr Rouse, would you have taken against him had he been retained ? 

Mi Bouse — We might have reduced him to a more subordinate 
position 

546 Chan man — But he would still have had an opportunity 
of reverting to his former employment 

Mr Bouse — Yes, but his reversion was a kind of punishment, because 
his former employers did not take him on His was rather a curious 
ease They had promoted him to the rank of an Honorary Lieutenant 
m advance of his turn So they could not quite fit him at that time 
mto their cadres They practically refused to have linn as an Honorary 
Lieutenant He was cleared out They said they did not want him 
because he was out of turn 

547 Mr Bangaswanu Iyengar — In other words, m reverting him 
you practically deprived him of his job ? 

Mr Bouse. — That is so 

548 Chau man — As regards leave, he was entitled to more but 
you only, gave him 4-} months ? 

Mr Bouse — That was so It was a very complicated case between 
the military authorities and ourselves. 

549 Mr Joshi — My question is this Since this morning we have 
had eases of two peisons who weic placed m positions of responsibility 1 
for which they were not really fitted In one case it was said that the 
officer signed certain statements without realising lus responsibility 
Here again w T e find that this officer signed certain orders brought be- 
fore h im by lus suboidinate without looking into the documents I want 
to know whether this system of promoting officers to responsible positions 
.when they are not really fit to discharge those responsibilities is com- 
mon in the New Delhi organization * 
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Mr Bouse. — The answer to that is, especially after the war we had 
the greatest difficulty m obtaining suitable officers, and if I may say so, 
we weie never encouraged to increase our establishments, and therefore 
we did our best with the men available 

550 Mr Joshi — Did the New Capital Committee consider the res- 
ponsibility of those higher officeis who made these appointments ? 
Because heie it is a clear case that the officer did not know his "" f ork at 
all, because if 'he signed orders that were placed befoie him by his sub- 
ordinate without looking into them, it is ceitamly wrong to punish the 
subordinate, who was as a matter of fact punished, simply because he 
was placed under an officer who did not know his duty. 

Chairman — I think we have had sufficient information fiom the 
witness under this head Let us now get on to clause 16 

Clause 16 

551 Mr Neogy — What was the disciplinary action taken against the 
Superintending Engineer ‘i 

M ) Ba'iaqopalan. — The Committee while recognising that there weie 
extenuating circumstances, recoided that they did not legard, the explana- 
tion as wholly satisfactory m legard to the supervision exeicised by him 
over ceitam purchases made by his subordinate officer 

Mi Das — In discussing a similai question, Sir, m connection with the 
Pos^s and Tclegiaplis Department, we found that ceitam sums of money 
could not be recovered either from the Engmeeis oi fiom the storekeepers, 
and the disciplinary action taken was only a slight censuie But I think 
this Committee will have to point out m then Report that they think that 
the Government have not got adequate means of punishing responsible 
officers when they fail m their duty and show* a loss to the State I think 
the Committee should make some such recommendation m their Report 

Chan man — We can take that "when we come to the Repoit In this 
case the Committee recorded tlieir displeasure 

552 Mi Joshi — Will it stand m the "way of his promotion ? 

Mi Jfajagopalan — I suppose so 

553 Sn F Gaunt] eit. — Before "we proceed further might we ascertain 
what officers are now responsible for purchases ? Does the practice of 
purchasing stores by the storekeeper as m the past obtain even now ? 

Mr Bouse — No Before any purchases are made by them, sanction 
has to be obtained We do not allow the storekeeper to do any purchases 
now He has to put them up for sanction before the Stores and Traffic 
Officer foi signature when he finds that his stores aie running low 

Sn F„ Gaunt] eit — The only allegation against the officer is that he 
signed the orders mechanically without looking into the contents of the 
papers 

Clause 17 

554 Sn F Gauntlett — Here again we are faced with the difficulty that 
the system of accounts obtaining in the New Delhi is avowedly not com- 
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pletely based on tbe Public Works Department Code In the first place, I 
might say that the audit is criticised, I think, for not calling attention to 
the fact that the prices paid were excessive If that is so, I think it is only 
fair to state that the Assistant Audit Officer acting under my orders spent 
quite a considerable time m obtaining the concrete price list on which he 
could base his arguments which have been practically accepted by Mr Roche 
in the course of his inquiry For a long time we had no light to scrutinise 
these so that it is a little difficult to know how we could hafe checked those 
figures 

Chan man — I suppose your audit heie means really the Deputy 
Accountant General who was the Financial Advisei • 

Sir F. Gauntlett — Yes It is true that -we did not scrutinise the actual 
prices paid until we had the opportunity of doing so aftei separating the 
accounts from audit I may point out heie that m the statement on the 
concluding page you will find innovations weie made m the procedure m 
New Delhi which made it difficult for audit to aseeitam facts which they 
would have ascei tamed if the ordinary pioceduie had been followed 

Mr Bangaswami Iyengai — All the cases cited m that tabulated state- 
ment shows that if the oidmary Public Works Department Account Code 
had been applied, they would have come to light much parlie 1 

555 Sv F . Gauntlett — There is really a concrete suggestion, the second 
one, namely copies of oiders placed by the Stores and Traffic Officer were 
never sent to audit, and it raises a question whether we should mtioduce 
the same system as a rule foi future guidance 

Mr Rouse — Sir Hugh Keeling used to obtain catalogues It was not a 
question of getting hold of a catalogue and buying things at a certain rate 
He first wrote and got quotations foi the things Ordinal lly, catalogues 
give little assistance 

Sii F Gauntlett — Where we asked foi information, we eventually got 
it , we then produced last yeai ’s report, which has been practically accepted 
by Mr Roche as coirect 

Chav man — I gather fiom what you said 311 st now that you do not 
personally desire to follow this up 

Sir F Gauntlett — No 

556 Mi Josln — May I ask one question whether the New Delhi 
Administration now realise the desirability of maintaining a more helpful 
attitude towaids audit ? 

Mr Rouse — We always desire to help and be helped 

Mr Das — But at one time the Engmeei did not want interference 

Mr Rajagopalan — I think I can explain that What Sir Hugh Keeling 
had m mmd was that he had to work to very close specifications and he could 
not order irmrelv from catalogues He had to work to the exact conditions 
of New Delhi and apparently feared that an auditor, a layman, might raise 
needless queries based upon some quotation m a catalogue 

Sv F Gauntlett — That is why eveiy specific case brought to notice is a 
semi-raw material 
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557 Chan man — I want to follow up the question of helpful attitude. 
I would like to know whether the relations between audit and accounts anct 
the Delhi administration are reasonably satisfactory . 

Mr Bajagopalan — I think the answer is contained m paragraph 4 of 
Mr Kaula’s report “ The smaller number of cases of financial irregiilaiity 
m the Delhi Public Works Depaitment is due, m part, also to the mtioduc- 
tion of closei control over fresh purchases of stoies and over contracts, both 
by the executive authorities of the Department and by the internal-check 
authorities This has contributed substantially to the reduction of the 
bulk of this leport ” As a matter of fact, we grind things veiy small now, 
Sir 


558 Mr Cocke — I should like to ask whether this was not due partly 
\o your desire foi economy You refer to the fact that you were not able 
to get all the office staff you requued Was there an additional strengthen- 
ing of the staff of the depai tment at any time ? 

Mi Bouse — I don ’t know that I can point to anything m writing on 
that subject 

Chau man — The general position was that you were continually asking 
for more staff than you got 

Mr Bouse — Yes The general position now is that we are always being 
asked to redine oui staff My own opinion was that ue should have had 
an officei of not less standing than an executive engineer m sole eliaige of 
stores As a mattei of fact, we had a comparatively junior promoted 
officei uho nor only had to look after but to deliver the stores, besides 
having chaige of the traffic on the lines and the locomotives 

559 Cliau man — We come down to the same point As Mi JosLi 
pointed out the New Capital Committee employing an officer to do things 
that were rather beyond lnm Or we were not employing a sufficiently 
senior officer for rather responsible duties Mr Cocke asks whether this 
was specifically brought to the attention of the Finance Department and a 
request made for an officer on higher pay 

Mr Rouse — I am unable to say at this stage But I may be permitted 
to say that the general attitude has not been one of sympathy m the matter 
of increasing the slaff 

560 Mr Cocke — Is theie any cause to think that you are suffering 
from too much economy of staff 9 

Mr Bouse — Well, I have an order to reduce one executive engineer m 
October I don’t know if I am permitted to say what has happened m 
committee but I am told it has got to be cut whether I like it or not, whether 
I say it is necessary or not 

561 Mi Neogy — When do you expect to finish New Delhi ? 

Mr Bouse . — I expect to finish Government House m November 1929 

Mr Cocke — Probably the staff should be more highly paid than they 
have been m this case 
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Mr. Rouse. — The percentage of establishment m New Delhi is lower 
than in other Public Works Department establishments m India 

Chairman. — Before we let Mr Bouse go, I think we might conveni- 
ently take the Delhi Capital Outlay Appropriation Accounts and the note 
I think it raises the general question of over-budgeting 

562 Mi Neogy — I want to ask a question on A -3 Voted. With 
reference to the extra expenditure on account of the Lee Co mmi ssion con- 
cessions gi anted to specialist officers, were specialist officers covered by 
the Lee Commission’s Report at all 

Mi Rajagopalan — Orders were subsequently received from the In dm 
Office applying some of these concessions to them 

Mr Rouse — It was mentioned m the repoit that the question of specia- 
list officers would be subsequently considered 

563 Mr. Joshi — Who are these specialist officers ? 

Mi Rajagopalan — Electrical and Mechanical Engineers and other 
officers 

Mi. Neogy. — They were tieated on the same footing as officers in 
Government employ for the purposes of the Lee concessions 

Mi Rajagopalan — Only they came out on agreements 

Chan man. — The Lee Commission suggested that then lecommenda- 
tions should be applied to European specialist officeis and others mutatis 
mvfandis They did not make detailed recommendations for them 

Page 486 

564 Mi Neogy — I should like to take P short supply of stone, and 
again G share of loss on stone operations Was this writing off quite 
regular ? Were orders taken for this ? 

Mr Rouse — I don’t quite follow, I am afraid 

565 Mr Neogy — Under G, we find 5,77,618 shown as more than 
granted Who sanctioned this excess ? 

Mr. Rajagopalan — The proper competent authority In some cases 
it is the Chief Engineer, m othei cases the Chief Commissioner, and m 
others the New Capital Committee, and the fact that no irregularity has 
been pointed out m this Report shows that it has been covered by regular 
i eappropriaions 

Page 487 

566 Mr. Joshi. — Under M there is a remark that the reappropnation 
was not justified to a certain extent I want to know from the Accountant 
General which was the reappropnation winch was not justified 

Chan man — There was an unnecessarily large reappropnation If 
you look at the whole of this page, they are all audited It was an attempt 
and quite a laudable attempt by the accounts officer at the time to keep a 
check on these vanous transactions In that case he over-estimated the 
amount that would be required to be reappropriated 

Mr. Rajagopalan — 79 lakhs came m as adjustments after the close of 
the year and upset his calculations to some extent 

Mr Rouse. — It is a very different thing our budgeting from working 
«ut our figures at the end of March Nearly every division, for instance 
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tlie stone-yard does work for 3 or 4 divisions The 8th division makes 
bricks foi all the divisions The Electrical has a lot of work and the 
mechanical has a lot of work for other divisions. In fact, there are only 2 
divisions which are purely spending divisions The result is that we 
account for about three times our actual cash expenditure In the March 
supplementary, we accounted for about 79 lakhs 

Mr Neogy — This appears on page 488 

Sti F. Gauntlett — The reappropnation was not justified to a certain 
extent — simply means that the reappropriation was slightly highei than was 
necessary It does not mean that the reappropnation was irregular 

Page 490 

567 Chairman — The only big thing is this enormous saving m net 
expenditure Have you anything to say about that, Mr Rouse ? How 
was it so very much shorter than the grant ? 

Mi Rouse — Well, it is veiy hard to know exactly what one is going 
to spend This budget was made by my predecessor not by myself lie 
didn’t consult Ins accounts officer nor the finance officer of the New Capital 
committee We have alteied the pioeedure now 

Chau man . — His estimate of 50 lakhs for Government House is alto- 
gether too sanguine 

Mi Rouse — It is a very useful thing if you say to the executive engi- 
neer undei you that you have got 15 laklis to spend If you say 10, he will 
probably spend 8 If you say 15 he will probably spend 12 It hustles 
him 

Mi Rajagopalan — We quite lecognise that there should be a big- 
lump cut 


Page 492 

568 Mi Neogy — Manufacture Accounts, which lefeis to a heavy 
deficit of 27 lakhs for the collection of stone foi the Central Building 
TheD again, collection of maible for Cential Buildings Then the wastage 
on certain items of expenditure has been undei -estimated 

Mr Rajagopalan — Marble is slightly different but it is the same stone- 
vard 

569 Sn Gauntlett — I have a note on the store account, Sir 
Pa'agiaph 121 of the Auditor General’s letter, page IS 

Mr. Rayagopalan — We are adopting all these suggestions, Sir As 
a matter of fact, items of unserviceable stock which are capable of being 
disposed of are being disposed of and a regular check and valuation is 
being undertaken by the accounts officer who has a staff of stock-verifiers 
under him We also write off losses as they occur Efforts are also being 
made to dispose of stores liable to deterioration 

Mr Rouse — We have disposed of a great deal during the last year 

570 Mr Cocke — With reference to note 1 on page 492, that deficit 
of 27 lakhs adjusted includes the wastage of stone, of course, and another 
ten lakhs for what f 


i 
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Mr. Bouse . — No, it is the other way about Out of the 27 lakhs we 
had to meet 10 lakhs within our estimates "What Sir Hugh Keeling said 
was we should lequire 17 lakhs more 

Sir F. Gauntlett — I think I should draw the attention of the Com- 
mittee to the fact that these observations were made before the final leport 
on the stone-yard This is covered by all we heard this morning 

Mr Neogy. — But this wastage refers to marble 

Chan man, — It is being investigated 

Page 62, paragiaph 86 — Administration of 'Residential Buildings 

571 Mi. Rajagopalan — The rules are still before the Secretary of 
State and we thought if we compiled the capital and revenue accounts now 
we would have to calculate all over again as from the 1st April 1924, it 
would be unnecessary work and we are working as near to the rule as possi- 
ble the whole matter will be regularised by the end of the year when we 
expect the sanction 

572 Mr Rangaswami lyengat — Has this new rule been seen by the 
Auditor Geneial 9 

Sir F Gauntlett — I think you can take it as a general proposition 
that no set of rules goes home unless I have vetted it closely and the de- 
partments are particularly good m this respect 

Chau man — Sometimes I complain that they hand over their 30b to 
the Auditor General 

573 Mr Rangaswami Iyengar — Don’t you think, Sir, that these new 
rules might have keen seen by us before they weie sent up to the Secre- 
tary of State 9 

Sir F Gauntlett — The difficulty, if I may say so, Sir, is that we only 
meet once a year and as these lules did not go home till the end of Maich 
they would have been delayed another 6 months 

Chairman — I don’t think it would be convenient After all the duty 
of the Committee is not pre-audit but post-audit You don’t take any 
responsibility I don’t think it would be ultimately helpful 

Sir F Gauntlett — I think the general convention at home, Sir, is that 
no important change m the budget system is introduced without obtaining 
the prior vievs of the Accounts committee but rules of admimstiation do 
not come before the Public Accounts Committee for prioi scrutiny 

574 Mr. B Das — What percentage on the capital does this represent’ 

Mr Rajagopalan — 6 per cent We can chaige only for the period of 

occupation We cannot recover rent over the whole year 

Paragraph 87. 

575 Mr Rajagopalan — This matter was fully considered by Sir 
Hugh Keeling when the question was put up to him that certain estimates 
had been exceeded but the completion reports had not come out Till the 
completion icports came out, theie would be plus or minus adjustments 
and we could not revising the rent for every adjustment , so he said, 
take the 'estimate amount and charge the assessed rent on it. When the 
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completion report is received we charge the proper rate from the follow- 
ing season And it really cuts both ways because we have plus adjustments 
as well as minus adjustments 

Mr Itangasunnn Iyengar. — When these people have a rental basis, 
you tell them that when the completion accounts come you will have the 
rent increased 

Mr Rajagopalan. — The lentals are fixed year by year It is not sub- 
ject to alteration retrospectively 

Mi. Rangaswami lyengai — That is why the Auditor General has 
raised the question 

Mr. Rajagopalan — As a matter of fact, there were certain items in 
which we were we’ll under the estimate, so that we have on the whole gained 
rather than lost 

Mr Rouse — We have been charging on half the cost of the sanitary 
equipment, which included the putting m of a water-borne system sanitary 
fittings and so on and as a mattei of fact we have only given the water 
supply People have been paying rent without getting the benefit of these 
things 

Sn F Gauntlett — I think the answer to Mr Iyengar is that the letting 
of a house during this preliminary period has been a matter of contract 
between the Public Works Department and the officer An individual 
officer is told that the lental foi this bungalow will be 160 a month The 
Public Works Department regard it as a contract 

576 Mr Rangaswami lyengai — But the point is when it became per- 
fectly cleai that the lent which was actually cliaiged for the house was 
certainly very much less than that due on the actual cost, surely you ought 
not to say that it is a contract, — it should not be altered 

Sn F. Gauntlett — It was altered fiom subsequent years But the 
previous contract was not bioken 

577 Mi Rangaswami lyengai — You mean to say that m every case 
wheie theie has been a completion iepo_t the lents have been levised 9 

Sn F Gauntlett — Yes I think I pay a diffeient house rent on my 
house eveiy year 

Paragiaph 90. 

578 Mi Rajagopalan — This gives the result of the test audit of the 
woik of the new accounts office by the audit staff 

Paiagiaph 90 ( a ) and (6) 

579 Mi Rangaswami lyengai. — I want to know what is the percent- 
age ot defects detected to the total percentage tested Can you tell me 
that Mr Kao la ( i How many cases did you detect and how many eases 
did you find defects m 9 

Mi Kaula. — Only m five instances 

580. Mi Raivgasivami Iyengar — And what is the total number of cases 
you tested ? 

Sir F Gauntlett — I think I can ansvei that by saying that since 
this year, since the year to which these accounts refer, we have issued oiders 
that the objections raised by audit should be separately recorded from 
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those laised by the accounts officei so that we should be able to answer m 
future questions such as these We cannot give you an answer now 

Chairman — These are the more important cases They shew a very 
small percentage of errors 

Mi Kaula — The point lieie is not the failure of the accounts office but 
the fact that the existence of the accounts office seems to make the executive 
officer caieless, because there is a pre-cheek It seems that the executive 
officers who <.re leally responsible for the rates do not scrutinise their 
bills piopeily 

Mr. Rouse — Well, Sir, the fact tnat only 5 instances have been found 
is significant I got Mr Grmdal to work out all the eases m which they 
could find a differ ence and it amounts to something extraordinarily small 
0003, I think, of the outlay 

581 Chan man — That seems t o me to a fairly strong answer as far 
as it goes What would you say to the charge that Mr Gimdal makes you 
and youi officers a little less careful ? 

Mi Rouse — No, I don’t think so They scrutinise the bills when they 
go back fiom the accounts officei and a certain number of 
eirois have lemamed undetected m both places , which is so very 
small that the extra expense of handing the bills back for pieparation m 
the executive office would cost infinitely more than the very small number 
of eirois which we have detected And, mmd you, all these arrears have 
been recovered , they have caused no loss 

582 Chau man — What is the impoitance of your comment ? 

Mi Haul a — In this case the scrutiny of the executive officei should 
have brought 1o light the over-payment Apparently the fiist sciutmy 
is not applied propeily That is the feeling of the audit people and the 
chief object of this paragraph is to bring to notice the necessity of paying 
gieatei attention 

Su F. Gaunt left — The oidmary piaetice is for the Executive Engi- 
neer to prepaie his bill and then that is subsequently subjected to check 
In New Delhi the Executive Engineer sends to the Pay and Accounts Offi- 
cer the matenals necessary to enable the Pay and Accounts Officei to pie- 
pale the bill and lie detei mines how much has to be paid on a particular 
tiansaction, so that he pays it befoie the Executive Engmeei who is the 
responsible officei lias had a chanc' • of seeing that all the statements m that 
bill w r ere conect Theoietically the bill ' should be prepaied 
by the Executive Engmeei wh 0 should satisfy himself as to 
its correctness and then he should send it to the Accounts Officer who 
should check it before payment is made Mr Rouse points out that on 
the whole they think it is cheapei to do 1 away with the accountants m the 
Executive Engineers’ offices and put the whole of that -work m the hands of 
the Pay and Accounts Officer 

Mi . Rouse — They see it before it goes to the Pay and Accounts Officer. 

Sir F. Gauntlett — The bills are prepared and sent to the Executive 
Engineer for signature ! 

Mr Rouse — Yes , 
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Mr Bangasivami Iyengar — The point is that the eases which are 
cited show that the initial preparation of bills has not been scrutinised 
by the Executive Engineers who should have found out. 

Chavrman — Five cases out of 10,000 eases > 

583 Mi Cocke — Is not the inference possible that if five of those bills 
had gone back to the executive engineer and had not been checked there 
may be many others possibly that they may not have checked ? 

Mr Bouse. — They have checked them, but after all they are human, 
there is the human element You cannot get aw ay iiom the fact that you 
may miss something 

Mr. Cocke — Two people make the same mistake > 

Chairman — Five out of 10,000 It does not strike me that the case 
has been proved 

Mr Bouse — We have not got the staff m the Executive Engineers 
office to completely check them lie seiutmises the bills, but he does not 
go through the calculations or anything of that soit, but he looks through 
the whole, and looking at it if he sees so much for bnckwoik he might say 
it is very high and he will see that it is so much pei hundred not so much 
per thousand 

Sir F. Gauntlcti — The theoretical procedure entail^ two independent 
checks of ever} 7 point in the bill This system gives up one of those checks 
but it entails instead just a general scrutiny by the executive officei to 
assuie himself that on the whole the bill seems to be conect 

Chav man. — But theie does not seem to be any defect disclosed 

Mi Das — Looking at it separately it may not look to be a gieat defect, 
but considering it m the light of the laxity of conti ol m other departments, 
the Accountant Geneial, Central 'Revenues, might have viewed that there 
should have been moie control by the Executive Engmeei 

Chairman. — I do not think that conclusion can be drawn 

Paragiaph 93 

584 Chav man — That is the outstanding of 3 lakhs. 

Mr Kaula — A pait of that sum has since been adjusted because they 
have accepted a debit against the new 7 capital pioject, but more than a 
lakh of rupees is still outstanding 

Chairman — That depends on the proposed extension scheme V 

Mr. Bouse. — Yes 

Sir F Gauntlett. — What will happen if the extension is not started 1 

Mr. Bouse — They will have to be debited to 41 Civil Works Strictly 
speaking this work has really nothing to do with the New Capital area 
itself If it is not taken up, we shall have to put up an estimate under 41 
Civil Works to cover it 


Paragraph 95. 

585 Chairman — The Public Accounts Committee did not think it 
necessary to comment on it last year. 

Sir F Gaunlett — Is this suspense account still outstanding T 

Mr Kaula — It is so. i 
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Mi. Rajagopalan — We are taking special steps to try and clear it 
We are adopting a new procedure m consultation with the audit officer so 

as to avoid such outstandings m the future 

/ 

8n F. Gauntlet t. — Nov. that you have got Is. 6e? exchange the time has 
come when this ought to he settled 

-Mr. Rajagopalan — The old adjustment had to be made at 2s 

Mr. Rouse — It will involve an enormous amount of labour m adjust- 
ing it and the question is whether it is really worth while 

S n F Gauntlett — It may not be worth while to give undei different 
beaus the loss, but you might say net loss on exchange or net gam on 
exchange 

Mr. Rouse — I personally think that it would involve a tremendous 
amount of labour on a matter of very little value We could divide it 
aibitiaiily among the vanous items like residential buildings, etc 

Su F Gauntlett. — I have only called attention to it because it is a 
thing which will have to be taken up now 

The Chairman thanked the witness, aftei which he withdrew 

Nil G M Young was called m and examined 

Chan man — The documents we have befoie us are the Appropriation 
Accounts of the Aimy, Mai me and Militaiy Engineer Services and the 
minutes of the meetings of the Special Committee which examined these 
accounts at the end of June We take the special Committee’s leport 
Paragiaph 3 of the Auditor Geneial’s letter 

586 Mr Rangasivanu Iyengar — It is said 1 eie, “ It is suggested that 
the Financial Adviser, Military Finance, might deal with the proceedings 
of the ad hoc committtee on the accounts of the Aimy by a resolution on 
the same lines as the Finance Depaitment Resolution on the proceedings 
of the Public Accounts Committee ” 

Mi. Young . — This refers to the suggestion made by the Director of 
Army Audit at the top of page 2 wheie he says that the Financial Adviser 
might deal with the proceedings of this Committee by publishing a reso- 
lution 

Chan man — The view of the Committee was that a resolution might 
not be appropriate but that a full statement might be prepared for the use 
of the next ad hoc committees 

Mr, Brayne — There is one resolution which covers the mam point 
and we are not going to have another Government resolution 

Mr Rangaswami Iyengar — If we had a synopsis of the last years’ 
reports and what the Government did on them it would be useful 

Mi . Young — It is going to be done 

Chairman — A note may be taken that the Financial Adviser agrees 
to prepare statements showing the action taken by Government on all the 
points up to date and we endorse the desn ability of that course of action 

587. Chairman — Paragraph 2 of the Committee’s report of last year 
There is nothing m that Then there is preparation of office manual 
There are no remarks until paragraph 18 

H164Fin 
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Sir F Gauntleit. — With reference to that I wish to draw attention to 
paragraph 60 of Appendix XX. 

Chau man. — Then we come to the Audit Repoit We are really here 
following the Auditor General’s letter, the points raised therein and the 
Committee’s lemarks on them. 

588. Mr. Joshi. — The Audit Report of 1925-26, Part III, paragraph 
4 Has the report ot the second Innes Committee been received 9 That 
is about the reduction ot the staff of the headquarters ? 

Mr Young — Yes. 

589 M) Joshi. — Has reduction been done ? 

Mr Young — Some reduction has been effected, and there is going 
to be an expert enquiry this autumn with a view to seeing what staff 

590 Chairman. — So far as officers are concerned, certain reductions 
weie recommended and I think all of them were agreed to ? 

Mi Young. — Not all of them, but the larger ones have been 

591 Chau man — That Committee recommended that the question of 
the cleiks should be examined by a special officer and he is to start his 
examination next month ? 

Mi Young. — Yes 

592 Mi Joshi — The whole report of the Innes Committee was not 
accepted by Government 9 

Mi Young. — This is the leport of the second Innes Committee There 
aie one or two posts that have not been reduced as recommended by them. 

Sn F Gauntlett — I think the general statement before the ad hoc 
committee was that if due allowance be made for new posts that have been 
created and posts that have been transferred from plains stations to Simla — 
if you made allowance for those two factors, the number of officers was 
almost equal to the minimum prescribed by the Innes Committee ? 

Mr Young. — Yes, by the first Innes Committee 

Chairman — Paragraph 14 This was the general question of stores 
Annexure A shows the action taken. 

Paiagraph 17 of the Audit Report. 

593 Mi Rangaswami lyengai — Do you think you are m a position 
to extend the system further 9 

Mr. Young — I believe it is being applied wherever possible You 
cannot do this noth vegetable, milk, etc Yon can do it with things like 
ghee and cloth 

man — come the Appropriation Accoums 1925-26 was 
the first year m which theie were not laige savings m expenditiue as eoiu- 
pai ed With Hu aimv budget 

-n ^ J os ^ li — ^ n °t due to the fact that you now re-appropriate 
ail the savings for some new services ? 

Chairman. — I thmlc it is due essentially to the fact that the budget 
is very much closer. 


V 
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Mr. Joshi — I remember to have read somewhere that yon are estab- 
lishing a convention . 

r __ 

Chairman — We are coming to that a little later. 

595 Chairman — Paragraph 36 of the Appropriation Accounts. 
Mr Joshi, the point that you are on comes in this paragraph 

Mr Brayne — This is divided into three heads Army proper, Military 
Engineer Services and the Royal Indian Navy. It is treated under these 
three mam heads, but still with the approval of the Finance Department, 
savings :n the Royal Indian Marme (now Royal Indian Navy) can be 
utilised foi, say, the Military Works or Army expenditure 

Chairman — The point is that owing to the fact that the army is con- 
tinually cislnng for improvements as regards equipment to bung it up to 
a state of efficiency on its existing numbers which it claims it has 
not entirely reached at present, the tendency at present is for the Finance 
Department to use its powers on behalf of the Government of India of re- 
appropriation very generously in the sense that if there is a clear evidence 
that a saving of half a crore is available out of say a grant of 55 crores 
and they want stores or a certain land of usually non-recurrent expen- 
diture to bring the army up to the state of efficiency required, the Finance 
Department would be inclined thereupon to allow the remaining 50 lakhs 
to be used as a supplementary grant m that year 

596 21/? Rangaswami Iyengar — May I know why you came to that 
land of understanding ? 

Mi Biavne — Partly it encourages the Army Department to be econo- 
mical because they realise that if they can save a certain amount, under this 
system they may be allowed to use it on other things 

Chan man — At the present moment it is carefully stated that it is 
intended only to be temporaiy If there were not some such understanding 
between the Finance Department and the Army Department it would be 
■very difficult to arrive at a budget figuie of 55 and we may have had to 
provide loi 554 or 56 

597 Mi Neogy — Are they of a non-recurnng character — these new 
items of expenditure 9 

Chairman. — We do not usually allow re-appropriations which do not 
represent permanent savings for recurring expenditure They -are mainly 
all of a non-recurnng nature 

598 Mi. Neogy — Could not some of these items conceivably lead to 
an addition to recurring charges m future 5 

Chairman — That is very strictly guarded against The Finance 
Department makes a very clear distinction m questions of re-appropriation 
of this sort between re-appropriation that is for a non-reeunent purpose 
and l e-appropnation that m any way involves recurrent expenditure 

599 Mr Bangaswamy Iyengar — May I take it that so £ ir as the 
treatment of the army expenditure under one net grant is concerned it has 
been more m the nature of a temporary understanding and that it may be 
necessary to deal with the army expenditure under a number of grants ? 

Mr Biayne — Yes, that is what we are working up to At present as 
the Chairman has said, the arrangement is only a temporary one while 
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tlie Army is moie or less in a state of flux In future it Will probably be 
possible more strictly to regulate savings between various beaus 

Chair wan — It was not so much a question of savings between various 
beads as it is a question of savings on tbe whole budget accruing for tbe 
benefit of tbe central levenue 

800 Ah. Rangasivami Iyengai — You feel m tbe present circumstances 
that it is far better to let them use tbe savings under the various sub- 
heads with a view to improve tbe efficiency of tbe army because you get 
constantly demands for expenditure for that purpose and tbe best way of 
meeting it is to ask them to economise as much as they can ? 

l\h Biayne — We feel that m present circumstances it is fai better to 
allow them to save under tbe vanous sub-beads so as to use tbe savings 
ioi the efficiency of the aimy, as there are constantly demands foi expen- 
dituie with a view to tbe impiovement of tbe efficiency of tbe aimy The 
idea is to hare grants under tbe vanous big controlling heads like the 
Qaaiteini'ister Geneial, etc, so that they become responsible for a certain 
-amount of money 

Chuuman — Yes, m England tbej" hare found it necessary m piactice 

801 Mi Ncogy — May I know tbe details of tbe practice to which 
uefeience has been made of devoting savings foi new items 9 

Chau man — I should find it difficult to answ cr that But certainly 
re-appiopnation within the aimy rote is lesoited to much moie freely 
than it is undei the civil votes m England , foi instance tlieie was a case 
recently under tbe Navy Votes where savings on staff at headquaitcis weie 
devoted to tbe constiuction of additional ships 

302 i!I? Ncogy — But tlieie is nothing like a convention there of the 
nature which is contemplated lieie 9 

Chau man — This is not contemplated as a permanent convention , it 
is meielv a statement of what is tbe present position 

Sii F Gauntlet t — You will find m tbe Life of Lord Fisher that he 
spoke of being able to have new ships successfully concealed within the 
Budget 1 

603 Mi Josln — May I ask how much w r as thus utilised m this Budget 
for impi ovements m this way 9 

Chairman — Mr Macworth Young, is it not the case that this year or 
the following year I had to agiee to 80 lakhs of additional expenditure on 
stores 9 

Mr Macwoith Young . — For the following year 

Su F Cauntlett — If you will look at Appendix A to + lie Audit, Report 
you will see a list of the important le-appropnations — I will not say any- 
thing like a complete list — and that is a list of re-appropnations which 
fiom the audit point of view raised questions , they extend *over six pages 
of the Audit Report 

Mi . Bi ayne — They are only some indication of the type of re-appro- 
priations 

604 Mi. Rangaswann Iyengar — -I should like to know exactly to what 
extent improvements have been effected m the Army by reason of these re- 
appropriations 



Mr. Brayne * — I can only say, to a Very considerable extent, but I 
cannot say how much 

S17 F Gauntlett. — I think you can take it that the list on pages 63 
and 64 of re-appropriations to meet new allotments of expenditure are the 
moie important ones 

Chairman — Those are the important ones As a mattei of fact the 
remark which was made here about this temporary convention would be 
much more obvious m the following year when there was a big re-appio- 
pnation tm the purchase of new stores, owing probably to fires m the 
Rawalpindi arsenals but nearly always the purposes foi which re-appro- 
pnation is allowed is, broadly speaking, the purchase of equipment 

605 Mr Neogy — Referring to items Nos 2 and 3 on page 61 of the 
Appiopuation Account (acquisition of property and repairs, additions 
and alteiations) these, so far as the year under review is concerned have 
been I believe sanctioned as they are considered to be of a non-recuiung 
ehaiactei, but ceitamly the maintenance of these buildings will involve a 
reaming charge ? 

Mi Macivorth Young — As a matter of fact we save the rent , they are 
already occupied, and there is a very considerable saving m rent 

606 Mr Neogy — On page 62, the auditor seems to think, ‘ it will be 
seen that there is practically no connection between these two heads and it 
is felt that there would be a real advantage to the Army m having correct 
estimates made of its lequirements and to the finance of India as a whole 
m being enabled to insist on adherence to estimated requirements departure 
from estimates having to be justified by the occurrence of circumstances 
which definitely could not be foreseen ’, — that is not the present posi- 
tion " 

A -No 

Chav wan — These accounts were m the days of cost accounting, and 
the abolition of cost accounting will make a very great impiovoment m this 
respect 

Sn F Gauntlett — If you could give the Adjutant Gereial a giant, the 
Quaiteimastei General a grant and the Militaiv Secretary a grant, it might 
facilitate control, but it would cut across eveiy scheme of accounting we 
have at present 9 

Chav man — It would As regards this general question, Mi Arava- 

mudha Ayangai draws my attention to paragiaph 51 of Appendix XX, — 

' as legai ds the class of re-appropriation mentioned m 99 (i) (4) it was 
explained by the Military Accountant General that such simultaneous 
operations arose out of the fact that a grant was distributed among various 
officers and was operated on by them The Committee also desired that 
the Financial Adviser should examine the suggestion m 99 (m) of the 
Audit Report ’ 

Mi Brayne — When you budget m a particular year for 55 ciores of 
Military expenditure, supposing owing to various changes the actual ex- 
penditure is going to be 54 crores for the things actually piovided for, it 
is almost certain that if you save that crore that year, you will have to 
provide 56 instead of 55 m the following year, because it is nearly always 
postnoning something that they expected to buy , it is very seldom a savins 
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and is a mere postponement of the expenditure to the next year, and from 
the point of view of the Budget it is much better that you should spend 
such a large saving and not have to raise your Budget by a eiore the 
yeai after For instance, there are considerable sums budgeted for 
mechanical transport , for some reason or other they are not able to get 
supplies at home and there is a considerable saving it is much better to 
use that saving m buying supplies say of ghee next yeai 

607 Mr Neogy — Does that not lead to laxity m budgeting 9 

Mr. Brayne. — I do not think we budget high, but theie may be savings 
to re-appropriate, — we budget m the hope that there may be savings 

Mi A cogy. — But there may not be that incentive foi scrutinising every 
item closely as there may be under the past system ? 

Mi Biayne — There is a lump cut undei Army Until the cut is 
filled up, d is a rule that savings are not allowed to be given to new ex- 
penditure 

Chairman — As a permanent arrangement, I think eveiy body from 
the accounting and Finance Department point of view would recognize 
vhal is cltogether an undesirable form, but I do not think the difficulty 
arises at piesent The military budget is very veiy carefullv scrutinised, 
m some ways more carefully than the others At the present time there 
is no tendency to laxity m allowing anything to go into the military budget 
that is not likely to be spent 

608 Mr. B Das — Does the Finance Department take advantage of this 
reappropriation m the next year’s Budget ? 

Chairman — Very definitely 

609 Mr Bangasivami Tyengai — That may be just now when you are 
seiutimsmg as you say the Budget closely, but let us, I suggest, as a Com- 
mittee say whether we would like that you should allow such large re- 
appropnations Would it not lather lead to wide over-estimates with a 
view to reappropriations ? 

Mi Brayne — I do npt think there is any dangei E\ ery thing is 
voiked according to scale A certain amount is allowed for supplies, and a 
certain amount is allowed for entirely new measures and a certain amount 
for the improvement of the army For one reason or other there aie always 
funds available 

Chairman — I should agiee to some such comment to the effect that 
fiom the point of view of stuct accounting it is most desirable that 
there should be as little departure as possible from the sound theory that 
services should be provided for m the Budget and at the time of the Budget 
and savings should accrue to general revenues and not to the Departments 
concerned 

Sir F Gauntlett — There is, Sir, some practical distinction drawn at 
present between savings which theoretically should accrue to general 
revenues and therefore should be made available to the Army through the 
Finance Department and the savings which are held to accrue to the Army 
itself ? 

Chairman — I do not think Finance Department have ever admitted 
that any savings accrue to the Army It all comes to the Finance Depart- 
ment, and it rests with that Department whether they can agree to those 
savings being utilised 
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610 Mr. Neogy — Only this, that Fmanc e Department has given m that 
ease an assurance in advance to the Army Department that ‘ if yon come np 
for such reappropriations, yon will have them ’ ? 

Chairman. — There is no snch assurance , Mr Macworth Yonng would 
say he wished he had But if the general Budget is not likely to show a 
deficit, and if there is a saving on the Army, and if that money can be 
utilised m the current year for a puipose which the Army has been pressing 
for, and which the Finance Department knows will have to be given next 
year, if not this, then that Department does as a matter of fact giant it 

Mi Bangaswami Iyengar. — We should state as the finding of this Com- 
mittee that on principle we consider that this reappropriation system could 
not be allowed indefinitely, and we may also explain the reasons for the 
continuance of it 311 st now in the report 

Mi Neogy — Our fear is that this may lead to the present expenditure 
being standardised 

Chairman — I can say freely that it is with a view to prevent it from 
being exceeded that I have acceded to the proposal, so that to that extent 
I have been trying to standardise 

611 Mr B Das — In paragraph 99 (n) of the Audit Report it is said 
* it is observed that the bulk of reappropriations are sanctioned in' the last 
week of the financial year, so that they do not represent any form of control 
of expenditure, but a patching up of grants to fit actuals ’ Can that be 
explained ? 

Chan man — Those are ex post facto reappropriations of small amounts, 
not big things , it is really a different kind of reappropriation to which 
almost a different word applies That is not new expenditure but it is 
regularizing by formal act the expenditure of an extra sum, say on ghee, 
owing to the fact that there have been a larger number of soldiers 

Sir F Gauntlett — It can hardly be said, Sir, that they are small 

Chan man — They are not optional as a rule 

Mr Biayne — When we estimate, we take a lump cut for a shortage m 
establishment, something like a thousand m the Indian Army It eventually 
pioves that theie are only 600 less, and naturally the estimate for their pay 
is exceeded It is not optional expenditure at all , you have to find the 
money, you have to pay the men 

Chairman — Take the 15 lakhs on the top of page 64, the big item there 
is ghee that was a definite decision to purchase ghee because it was found 
to be cheaper 

612 Mi Neogy — Referring to item 3 — passage concessions to the 
civilian personnel m the Division of the Master General of Supply 
Rs 50.000 — probably this is the first time that these concessions were given 
to the civilian personnel q 

Chairman — They follow on the Lee Commission 

Mi Neogy — Are they of a recurring character 9 

Mi Biayne — This is the first year No provision had been made 
before because the Lee concessions had not been given to soldiers 
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Mr Neogy . — Here at least we find an item of a recurring character 
Which has been met by reappropriation under this convention ? 

Chairman — That is a small sum comparatively, and that decision was 
taken not under any convention but m the ordmaiy course of the applica- 
tion of the Lee concessions 

Mr Macwoith Young — This was separately sanctioned afterwards oy 
the Secretary of State and we had to find the money somewhere 

The Committee then adjourned till 11 a ax , on Wednesday, 10th August 

1927 
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Page 4 of the Report of the Special Committee 

613 Mi Neogy — With regard to lump sum provision, so far as voted 
expenditure m other Departments is concerned, when an amount is voted 
m lump it is left to the Finance Committee to see to the details of the 
expenditure I do not know whether there is any corresponding practice 
he'X which makes for some control with regard to details m such cases 


Mr Bi ayne — A lump sum is generally for such things as revision of 
pay and m this particular case a lump sum had to be put under tins 
particular head, because it was not known how it could be distributed 
under the heads 


614 Chairman — Mr Neogy ’s point is when there is a lump sum 
provision m the budget is it spent without any further conti ol by the 
Finance Department ? 

Mr Brayne — No I do not know of any instance m which lump sum. 
is given except for expendituie like levision of pay which practically 
controls itself 

Chairman . — I think you can make a more genei al statement that m all 
circumstances m winch lump sum provision is included, the detailed 
expenditure is subject to the special sanction of the Finance Department- 

Mi Biayne — Yes, Sir 

615 Mi Rangamanu Iyengai — There are a number of paragraphs- 
dealing with losses 

Chairman — When there is anything not mentioned by the Committee,, 
it means that the Committee after examining wish to say nothing about it- 
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Paragraph 29 of the Audit Report . 

616 Mr Brayne — There has been a double payment of a cheque of 
Rs 70,000 at Mhow It is a -war case I do not think it can happen 
now, because there is a revised system of check 

Mi Neogy — The amount involved is very large Theie is one other 
thing which I have not been able to understand, viz, the statement that 
the Officer Commanding the Unit could not even be called upon to explain 
his action as this double pavment remained so long undetected 

Mr Biayne — I think he was a temporaiy officer and he was 
demobilised 

Mi Neogy — It was not physically possible to get at him 

Bn F Gauntlett — It is stated m paragraph 5 that he was disbanded 
after October 1920 and the discovery was m February 1922 

Paiagiapli 30 of the Audit Report 

617 Mr Brayne — It will be seen from page 19 that a number of those 
concerned were convicted , one person was convicted, another was acquitted 
ai d another sentenced to six months rigorous imprisonment Owing to the 
amalgamation of smaller depots there was considerable confusion m the 
accounts 

Mr. Rangaswami Iyengar — The Auditor General comments that the 
Committee may desire to know what safeguards have now been taken 

Mr Brayne — I do not think you will have a recurrence 

Bn F Gauntlett — There is a statement that the change m system 
which has been introduced provides sufficient safeguards 

618 Chairman — Do you remember what the change of system was, 
Mr Brayne 9 

Mr Bi ayne — I cannot remember the details of it 

619 Mr Rangaswami Iyengar — How will you prevent double entries ? 

Mi Biayne — Such sort of thing will come out m the local audit 

620 Mr Cocke — Have you gone m for increased check ? 

Mi Brayne — The staff of the local audit has been doubled It has 
been possible without extra expenditure to Government on account of the 
abolition of the cost accounting system 

621 Mi Rangaswami lyengai — I want to know whether the Com- 
mittee went into the matter thoroughly 9 

Chairman. — We did go into it 

Mr Brayne — There has been a very considerable recasting of the 
system 

Paiagraph 48 of the Audit Repoit 

622 Mi Josln — Are the accounts of the factories eommeicialised 9 

Mi , Brayne — Yes The factories are inspected by the Director of 
•Commercial Audit 

Sir F Gauntlett — I think one section of Mr Campbell’s office works 
solely m the militaiy factories 

623 Mr Josln — Are commercialised accounts shown m any book ? 
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Mr Brayne. — They are shown m the estimates and are also reported ’ 
in the Army Factory Accounts I believe there is an estimate m the 
Budget given more or less on a commercial basis There is also a published 
account attached to the report of the Army Factory showing the working 
of each factory 

Sn F Gauntlett — I might remind the Committee that it did accord 
general approval to the idea that where Government undertakings are run 
on commeieial lines commercial accounts would be included m the Appro- 
priation Account If that were specially endorsed with reference to Aimy 
accounts, I imagine that would meet the wishes of the Committee 

Mu Joshi — Yes 

Sit F. Gauntlett — I do not think the matter has been ovei looked 
They have merely not been able vet to get the accounts m a shape to be 
piesented m the Appropriation Accounts A reference to that might be 
made Mr Ebden tells me that the exact form is now under discussion* 
With the Military Accountant General 

624 Mr Cocke — Do the staff undei the Dnector of Army Audit get 
assistance from the staff of the factories ? 

t 

Sir F Gauntlett — I think Mr Campbell will tell you that he has 
nothing to complain Things are gradually shaping as he desires 

Paiagraph 41 of the Audit Beport 

625 Mr Rangaswarm Iyengar — This is a case of drawing an amount 
long m advance of requirement 

Chairman — We examined the Military Accountant Geneial pretty 
severely on this point There has been no loss, but it is due to an obvious 
erroi of judgment 

Paiagraph 43 of the Beport 

626 Mr Neogy — Some statement promised to us has not been sent 
to us 

Mi Biayne — I asked Mr Ross to prepare the statement and I 
reminded him also I think he was misled by what he said on page 9 
He thought the matter was disposed of He has not submitted the state- 
ment 

Chan man — As a matter of fact he explained that the question was 
really still open That was the reason 

Mr Macivorth Young — The Adjutant Geneial is sending a note 

Chan man. — It looks as if it would not be ready for the Public Ac- 
counts Committee 

Sir F Gauntlett — I referred to this ease specially m my letter to the 
Secretary of State 

Chairman — It was a veiy big case, a very big fraud 

Mr Bangaswami Iyengar — My attention was drawn to this regard- 
ing dried fruits, “ Out of this a board found m July 1923, 1,674 maunds 
unfit for issue and 41 maunds of stones instead of dried fruit ” 

Chairman — It was a thoroughlv bad case which was examined very 
fully by a Snecial Co mmi ttee of which Mr Bravne was a member 
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Mr Brayne — TiLe whole difficulty was partly due to dis-orgamsation 
on the Frontier m war time and partly because Chitral is about 300 miles 
from the nearest railway station and everything has to go by mule, and the 
passes are closed for something like 7 months in the yeai A great deal 
of the stores has got to be sent up m advance We staited off by thinking 
that it was a very bad case and ended by realising that a great deal was 
due to unforeseen circumstances For example they gave an older for 
the formation, owing to war seaie, of 4 000 levies, and they had to send m 
advance supplies to feed those 4 000 men Shortly afteiwaids the scare 
disappeared and the 4,000 men veie disbanded We had to supply to a 
distance of 300 miles from the passes and it was not worth while bringing 
down the supplies That accounts for at least 5 out of the 8 lakhs 

627 Mi Neogy — Does that explain the fact that 32 years’ supply of 
bacon was carried toy a particular depot ? 

Mi Brayne — I think there was an explanation for it , I cannot 
remember it at the moment 

628 Sd F Ganntleit — Is it not a fact that the Chitralese were dis- 
banded and no information was given to the Quarter Master Geneial, who 
sent out stores for 4,000 men for over a year after they had been dis- 
banded 

Mi Brayne — Yes, Sir 

Chan man — I am sorry v e have not got this statement Unfortunate- 
ly the Financial Adviser has gone on tour 

Mi Bangaswami Iyengar — I think, Mr Chairman, our noticing eases 
like tins would have some effect on the general spending Departments 
and it is not necessarily with a view to recoveiy m every case 

Chairman — What we really want is a short statement There should 
be refeience to it m our report, that the matter has been thoroughly investi- 
gated and we drew attention to it We had better have that statement 
We might instruct somebody m Mr Macleod’s office to prepare that state- 
ment Theie is one point ansing out of that There is a certain difference 
of opinion between the Auditor General’s Department and the Military 
as to the adequacy of the disciplinary action taken 

Sir F Gavntlett — In mv letter to the Secretarv of State — it is the 
first time I have done it — I definitely state that the action taken is quite 
inadequate 

629 3Ir B Das — It is said m the report page 34 that the Officer 
Commanding Supply Depot was tried by a Civil Court Why was he not 
tried by court-maitial i 

Chairman. — The case is very badly complicated The Officer was 
tried by a civil court and acquitted That made disciplinary action extra- 
ordinarily difficult 

Sir F Gauntlett — He may have been acquitted, but he was dismissed 
from the Army 

Chairman — The Civil Court acquitted the chief culprit and it was 
difficult to follow it up 

Mr Brayne — One great difficulty was the delay caused by the Civil 
Court 

Chairman — Let us have the story before us As regards disciplinary 
action, I imagine that this being a military case and the Auditor-General 
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having drawn the attention of the Seeietary of State that m his view the 
disciplinary action taken was insufficient, it is not foi this Committee to 
examine the adequacy or otherwise of that disciplinary action We can 
draw attention to it 

Mi Rangaswami Iyengai — The impression that is formed by going 
thiough these lepoits is that theie aie still innumerable cases of fraud 

Chairman — These cases are special, being due to the war My impres- 
sion is — and the Auditor Geneial will confirm it — that there are very few 
iiauds relating to a period after 1922 

S hr F Gauntlett — The big aimy ca^es aie piactically war and post- 
war eases 

Mr Rangaswami Iyengai — We had bettei say that these aie all post- 
vai cases and that things are impioving now 

630 Mr Das — The Director of Aimy Audit m page 36 says that the 
selection of mexpenenced officials has led to heavy loss to Government 
What steps have Government taken now to pi event this ? 

Chau man — The step we have taken is to go further away from vai 
That was one of the featuies that was inevitable m war time 

Mi Das — I am asking whether we aie doing eveiy thing to get a 
better class of officials 

Chaiiman — I imagine that the Aimy would tell you that they get 
Ihe best officeis they could and the best officers aie not good enough and 
there aie not enough of them These people, duiing wai time, weie 
•obviously unsuitable foi their jobs 

Sir F Gauntlett — The difficulty was very much gi eater m India due 
to the continuance of the war on the Frontiei Dui mg the var and for 
two or three years after the war the Army m India was veiy depleted 

Chaiiman — We shall get the statement and make suitable observations 
on the lines of oui discussion 

Paiagiaph 65 of the Audit Report 

631 Chan man — The Committee noted that there had been a con- 
siderable loss m this case, but such case are not likely to recur under the 
picsent system 

Mi Neogy — In this case audit seems to have been at fault We have 
not been given an idea as to what the amount of loss is or is likely to be 
It is an unascertained loss All that we are told is there had been con- 
siderable loss 

Sir Frederic Gauntlett — I might explain that it is almost impossible 
to state the figure of loss because it is a recurring figure If a man’s ini- 
tial pay is fixed much higher than it ought to have been fixed, he gets 
that benefit for the whole time that he is on that scale of pay, so that vou 
will have to woik out m the case of each individual c’erk how much he 
has gamed 

Mi Neogy — It will continue till they cease to enjoy their pensions 
m some cases 

Chairman — It is not quite so It was revised in 1925 

Sir Frederic Gauntlett — That was with regard to temporary clerks 
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Mr. Brayne — A definite mle has now been laid down governing the me- 
thod by which whenever a levision is brought into effect the existing clerks 
are brought on to the new scale This rule also lays down what kind of 
service should be allowed to count on the new scale 

Chau mm — In that case we can safely say that cases of this kind are 
not likely to recur m the future 

Paragraph 66 of the Audit Repoit 

632 Chair mm — These are the cases m which the Military Accounts 
Officer had put some items into suspense entirely owing to the misunder- 
standing of the position The view recorded is importan + but the actual 
case was not particularly important It is merely a question of 
endorsing it 

Paragraphs 68-71 of the Audit Repoit. 

633 Chaw man — These paiagraphs relate to vanations It transpires 
that this policy has actually been approved by the Secretary of State 

Paragraph 69 (vi) of the Audit Report 

634 Chairman — We had this as a general question A statement of 
the practice m England as regards the Treasury control of works is being 
circulated and we will discuss it That is one of the points which we 
are going to discuss in our general report 

Paiagiaph 99 of the Audit Rcpoit 

635 Mi Neogy — Here again a lefeience is made to a memoiandum 
“ bringing forth all the points discussed for appioval by the Committee 
and for inclusion m the report to the Public Accounts Committee ” I 
suppose this memorandum has not been circulated 

Sir Fiedenc Gauntlett — Mr Macleod discussed the mattei with me 
very fully and bi ought up all the papers that he could find m his office 
on the subject and it was clear from those papeis that the Secretary of State 
had sanctioned the specific airangements that were lef erred to at the 
top of page 6 and I understood that Mr Macleod was going to diaw 
up a memorandum 

Chairman — The fact is that since the publication of this report most of 
us have been on tour or something of that sort Mr Blacleod is on tour 
now He seems to have gone on tour without drawing up the report 

Sir Frederick Gauntlett — Perhaps Mr Macworth Young could help us. 
I remember I was shown shortly after that the latest re-draft of the 
orders regarding reappropnation Is it m the Office Manual ? 

Su Fiedenc Gauntlett — Mr Macleod had a discussion with me and I 
prepared a full note for his use As stated here, Mr Macleod has not 
yet prepared a memorandum but I do know that the rules regarding 
< reappropriation m the Aimy have been put into draft form because I 
have seen a copy of the draft m print 

Chau man — We must see that we do get this memoiandum m time for 
the discussion of the question of leappropriation It will be unsatisfac- 
tory if we cannot get it. 
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636 Mr B Das — I am a little hazy about the Military Accountant 
General I would like to know whether he is under the Auditor General 
or he is controlled by the Financial Adviser 

Mr Brayne — He is controlled by the Financial Adviser 

Chan man — The Accounts and audit are separate as regards the mili- 
tary 

Page 8 of the Report of the Special Committee 

637 Mr Neogy — The latter portion of this paragraph deals with the 
punciple by which the form of punishment is based m any particular case 
It is rather a curious proposition that action should be taken while the 
case was fresh m the memory of the officers concerned and a time-bar 
was therefore generally imposed on the investigation of such cases and 
the infliction of disciplinary punishment Theiefore there is a time-bar 
not merely for the purpose of infliction of punishment but also for the 
purpose of carrying on investigation into cases of fra ad of this descrip- 
tion This seems to be very strange 

Mi B Daa — I find that the Militaiy Department have got a certain 
code for inflicting punishment for loss of money, whereas m many de- 
partments of Government there are no such rules 

Mi Joshi — The question is whether the punciple is a sound one 

Mi Neogy — There are two principles involved Firstly, whether the 
lapse of time should be taken into account when determining whether an 
investigation should be held into a paiticular case or not, and, secondly, 
whether the form of punishment should be determined by the lapse of 
time 

Chan man — I think the statement theie ‘ investigation of such cases ’ 
does not refer to the investigation of the fraud but to the investigation 
of the disciplmaiy action to be taken against individual officeis 

638 Mi Neogy — The question is whether it is a sound punciple ? 

Mi Macivorth Young — If an investigation takes time, it is veiy much 
harder for the officer to defend himself In the paiticular cases, the 
officer had retired and it was not possible to find out the officer who was 
responsible for a particular thing and theiefore there was really nothing 
to be gained by investigating his case 

Mr Rangaswami Iyengai — That does not mean that you*should have a 
rule that should absolve an officer of his responsibility by lapse of time. 
I have known cases m the Civil departments where the pension of a man 
who has been on pension for 15 years has been cut off 'n account of de- 
falcation 

Mi Brayne — I rather think that the time-bar generally imposed on 
- the investigation of cases must mean that the Adjutant General emphasised 
that they must be investigated within a certain time 

Chan man — I think the phraseology certainly does not convey what the 
Adjutant Geneial said at the time What he said was that he insisted on 

the investigation being finished within a particular time 

» 

639 Mi Rangaswami Iyengar — That is certainly a very proper thing 
to do It is mentioned in the report that “ the form of punishment was 
disci etionary, the mam principle kept m mind being that it should act aB a 
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deterrent The amount recovered fiom the officers depended on the cir- 
cumstances of each individual case It was recognised m dealing with 
' cases of this category that if any effect was to he produced by the disci- 
plinary action taken, it was necessary that such action should be taken while 
the case was fiesh m the memoiy of the officers concerned and a time-bar 
vas theiefoic generally imposed on the investigation of such cases and the 
infliction of disciplinary punishment ” What I want to know is whether 
in dealing with the disciplina^ action you seek to do anything to recovei 
the money lost ? 

Mi Maovjnifh Young . — Fust of all every attempt is made to recover 
the money 

Chan man — The answei that the Adjutant General gave was that 
evcij endeavour is made to recover the money and the punishment takes 
the form of infliction of fine But it is its deteirent effect rathei than 
the actual amount of the loss meuned that is taken into account 

640 If?. Josln — I only wanted to make suie vholhei, this principle 
winch has been enunciated by the Adjutant General is not accepted by 
either the financial authorities or the Auditor Geueiai or ihe Aimv Seeie- 
taiy 

Chan man — On page 8 the whole of the paiagiaph is a statement of 
the views expressed by the Adjutant Geneial I do not think the Com- 
mittee have commented on it I do not think the Committee have either 
endoised or mticised the general explanation of the Adjutant General 

643 Mi Ncogy . — The thing is rather susceptible of mismteip] etation 
Tliev say 1 it was lecognised ’ Was it recognised bj the Committee 0 

Chan man — The whole of that statement is the view of the Adjutant 
Geneial 

642 Su Fiedenc Gauntlett — I find one difficult v 111 dealing with this 
and that is that the statement made by the Adjutant Geneial which I 
regaxded to be tbe most important has not been leeorded m the evidence 
He bad stated with regaid to this case that seeing that the man had been 
acquitted so long as he was the Adjutant Geneial he could not take an 
action against the junior officei 

Chairman — I do not think he meant it After all m this particular 
case, tbe man ia.1v have been technically acquitted, he was dismissed from 
the Aimy at once We thought it w^as not worth our while to pursue tbe 
matter , it was a question of woids But I am quite suie the Adjutant 
General did not mean things exactly m the foim he said them As we 
have ignored it, it does not appear on the record anywhere 

811 Frederic Gauntlett — The Director of Army audit had stated that 
the responsibility of certain officers seemed to need consideration The 
Adjutant General said that so fai as he lemembered the officei s had been 
asked for an explanation and certain disciplinary action had been taken 
The Financial Adviser has pointed out that the case of tlnee officers is still 
open The Adjutant Geneial piomised to look into the question 

Chan man — 1 am sure that is not entnely the wav m which he would 
have made that statement if he weie cross-examined upon it The question 
that we are still on is whether we want to make general comments on the 
views of the Adjutant General on punishment m geneial 

Mr Eangaswami Iyengar. — As this is a matter of general principle, 
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we might diaft a paragraph on it and take it into consideration 

Chan num — We will do that 

Sn Fi eclei ic Gauntlett — I might remind the Committee that you ha's e 
aheady agreed that some enunciation of principle m xegaid to disciplinary 
action should be diawn up 

Chan man — This will all come under the same question We can bung 
the Aimy and the Civil together undei the geneial question 

Raiagiaph 46 of the Audit Repoit 

643 Chan man — The machmeiy has been utilised oi sold But the 
Master General did not attempt to defend the action taken which took 
place befoie ins department existed It was certainly an unfoitunate 
expei iment at best 

Mr Neogy — This shows the umeliable ehaiaeter of the estimates 
generally 

Chan man — Yes, of expei ts (Laughtei ) 

System of Cential pw chase. 

644 Mi. Neogy — I want to know how fai the Stoies Depaitinent is 
utilised, the nature and extent of the assistance which the Stoies Depait- 
ment at piesent gives to the Aimy Depaitment 

A 

Chan man —We were told that the Mastei Geneial of Supplies was 
woilang very closely with the Stores Depaitment 

645 Mi. Rangastvanu lyengai — Have you had any kind of geneial 
instructions issued to the Quarteimastei General oi Mastei General of 
Supply asking him to go to the Stoies Depaitment whenever possible 

Mi Macw'jttl 1 Young — Theie aie geneial msti notions to that effect 

646 Mr. N>'ogy — Does the Stoies Depaitment act meidv as a consult- 
ing body or do they undei take piu chases also m ceitam cases for the Army. 

Chon man — They purchase all the textiles for the Armv 

Mi. JSeogy —We find that the Stoies Depaitment has not got sufficient 
work to do and it has yet to oustify its existence It is after all a very 
useful department and we aie anxious that eveiy assistance should be 
given to it 

Chan man — My impiession is that the militaiy have been veiy often 
placing their Ciders with the Stoies Depaitment A laige pait of their 
stores aie stores w-hich cannot be supplied by the Stoies Department Still 
they have been one of the departments which have helped the Indian Stoies 
Depaitment most 

647 Mi Neogy — May I diaw attention to page 1 of the Appiopnation 
Accounts Eclerence is made m paragiaph 2 to an excess of Its 2,82,000 ; 
it is said that “ the modified grant over the ongmai giant was not sanc- 
tioned by the Finance Department, oidmaiy bianch ’’ I do not under- 
stand this distinction between the oidmaiy bianch and non-oidmary branch 
of the Finance Depaitment 

4/? fh ay ie —The diffeience is that the oidmaiy branch is the Finance 
Depaitment of the Government of India and the Financial Adviser is one 
of the out post •- 
H164Fin 



Chan mun. -The distinction is one for practical convenience , it is 
really an inter-departmental question 

648 Mr Joshi — I am not quite suie because on page 7 of this repoit 
there is a some.vhat doubtful sentence m the first paragraph that shorn 
the attitude of the Aimy towards the Finance Department “ The question 
of how far the Azmy authonties as a whole would feel bound to act by any 
geneial oideis 01 a lesolution issued by the Finance Depaitment and 
wlietliei it is ne^ssaiy that such geneial oiders should he reathrmed by the 
Financial Advnei ” It seems that the Financial Adviser is a superior 
authonty to the Finance Depaitment 

Mi Young — The question is how far the Aimy Department would 
act on them without then being bi ought to their notice by the Financial 
Advisei 

Chairman — The question really was whether it was automatic The 
■question was not whethei they would feel bound — I think that is a curious 
phiase The question leally was whether it w'ould be brought to their 
attention automatically or whether it w 7 as necessary that the Financial 
Advisei should specially circulate it to the particular authorities concerned 
Is that not so 2 

Mi G M Young — I think that is the idea 

Mi Neogy — Perhaps they are not accustomed to get ordeis from the 
Finance Depaitment 

Mi Brayne — A resolution issued by the Finance Department on the 
civil side might not necessanly be applicable to the military side , and 
that is why w r e send it tlnough the Financial Adviser m order that he 
might specially draw their attention to the relevant portions of it 

Sv F Gaunt left — It is veiy much a question of office procedure 

Chan man — But I think the phiase is an unfortunate one , we might 
alter that , it should be “ w ould automatically act upon ’ ’ 

649 Mi Neogy — Do I take it, then, that the observation made m the 
appropnation accounts to which I just referred does not also set forth the 
position accuiately 0 

Chairman — If the Financial Adnser has agieed to a reappropriation, 
he has done so as a membei of the Finance Depaitment exeicismg the powers 
of the Finance Department 

Sir F Gaunt left — Is theie not a biggei question involved m this 0 In 
this case there was an increase to a grant winch had been sanctioned by 
the Goiemoi Geneial m Council , the addition was made by the Aimy 
Depaitment with the concunence of the Financial Adviser Is that the 
authonty which is competent to make an addition to a grant sanctioned by 
the Governor Geneial 111 Council ? 

Mr Brayne — The Finance Department ought to have given this addi- 
tional grant 

Chairman — This ought to have been authorised over the signature of 
tie finance Department and not oiei the signatuie of the Aimy Seeietaiv , 
that is the point 

Mr Brayne — I know the Financial Adnser did not refer this to 

mance Department as the grant was a net grant and he had not exceeded 
his net grant 
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Chairman — There is nothing m it which was objectionable , but I 
think it is right and we might comment on it, that the orders of reappropria- 
tion ought to be issued under the authority of the Finance Department, 
not under the authority of the Army Depaitment 

Sir F Gauntlett — The Aimy Depaitment is a department of the 
Government of India and as such has certain poweis of reappropriation 
When it exercises those poweis 

Chav man — But the concunenee of the Financial Adviser is not the 
right form , it ought to be the authonty of the Finance Depaitment I do 
not know what foim the orders are issued m 

Mi Brayne — They aie definite orders of the Army Department saying 
such and such reappropriations have been sanctioned 

Chairman — It Is not the Army Department who can do it for the 
Finance Depaitment , it is the Finance Department who do it at the request 
of the Army Depaitment I suppose what really happened is that there 
was simply a note on a file 0 

Mr Biayne — As a matter of fact, the Financial Adviser put up a 
draft note m this paiticular case sanctioning the reappropriation to the 
Army Department and the order was issued by the Army Department 
Otherwise it would have to be issued by the Finance Department proper 

Sir F Gauntlett — Should not the older be issued by the authority 
which has power to issue that order 

Chairman — The authority which has the power to issue that order is 
the Government of India , that is what is puzzling me 

650 Mi Neogy — If it is mteipreted to mean the Army Department 
then certainly the other depaitments of the Government might try to 
exercise that power without going up to the Finance Department ? 

Chairman — There is no question that it cannot be done without the 
concurrence of the Finance Depaitment , it simply is a question of form 

Mr Biayne — I think it will be found that m any ease wheie a le- 
appropnation by a depaitment foi specific expenditure from specific sav- 
ings is made, oiders aie issued by the depaitment concerned 

Chairman — I believe the actual foim is that the appioval of the 
Finance Department is obtained and then the order autlionsmg the re- 
appropriation is issued by the depaitment concerned 

Mi Young — The Government of India m the Finance Department 
cannot addiess blanches of the Aimy Depaitment nor can the Govern- 
ment of India Finance Depaitment addiess the Government of India 
Arms' - Department The only person who can issue the order is the Sec- 
retary m the Aimy Depaitment , it is the ordeis of the Govemoi Geneial 
m Council m the Army Department 

Chairman — Under the Home proeeduie wlieie the departments are 
sepal ate, a depaitment cannot act until it has got the wntten authonty 
from the Finance Department autlionsmg ^appropriation , then it acts 
upon it and takes the necessaiy consequential steps Heie that authorisa- 
tion of the Finance Depaitment takes the foim of a previous approval over 
the initials oi signatuie of the financial officer concerned exercising the 
authority of the Finance Department 
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Mi Neogy — Which is the Financial Adviser. 

Chau man —It may be the Financial Advisei, or it may be the Secretary 
in the Finance Depaitment 

651 Mt Neogy — But who is the actual authority m this particular 
case 2 

Chau man— l do not think there is any distinction , the Finance 
Department, ordinal y branch, is under Mr Biayne as much as the other ; 
Mr Brayne is lesponsible foi anything that Mr Macleod does 

Mi Biayne — Mr Macleod sits on the military council and when 
various things aie discussed he meiely gives advice puma facie , he can 
say there is nothing fundamentally wrong with this oi that proposal or he 
may suggest something to malm it moie acceptable to the financial autho- 
rities , he meiely advises the Commander-in-Chief But w hen a scheme 
comes up before him regulaily from the Quaiter Mastei Geneial’s branch 
or the Army Depaitment and is piessed for the consideration of the Finance 
Depaitment, he deals with it with the full powers of the Finance Depart- 
ment, as a membei of the Finance Department 

Chau man — And takes the orders of the Finance Member m important 

cases 

Mi Biayne — I have myself had to take an entirely opposite view on 
proposals which puma fame I had thought good 

AIi Neogy — Does that happen very often 

Mi Biayne — Not veiy often , but when one goes into a. case more 
fully and discoveis theie are certain objections or that funds were not avail- 
able, oi m cases m which the Finance Member takes a different view, then 
such cases occui 

652 Su F Gaunilett — Theie is one unpoitant point m audit which 
arises m connection with this veiy complicated question and that is, when 
the concuiience of a diffeient depaitment is lequired to an ordei -which is 
issued by the Secietary m another depaitment the letter itself ought to 
state that the concunence has been obtained - it does facilitate audit con- 
siderably 

Chau man — Yes , you leally ought to have foi audit purposes an actual 
formal letter which can be forwaided to the Audit Depaitment from the 
Finance Depaitment 

Mi Brayne — This w r as discussed with the Army Department or Home 
Department and they said it was entirely wrong’ because the Government of 
India spoke noth one voice 

Chau man — But the Auditor General requires evidence of the fact 

Ah Biayne — He ought to assume that, I think 

® xr M Gaunilett — The point is an important one, and that is whether 
the Auditor Geneial has any responsibility at all for auditing according 
to the internal rules of business of the Government of India If it is 
accepted that he has no responsibili+y foi that and that he has to accept 
nny order issued by a Seeretaiy as representing all sanctions 
that are necessaiy within the Go^ eminent of India, then my 
position is quite clear 
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Chau man — I think that is the constitutional position, that the Audit- 
or General has to assume that the Finance Depaitment ’s sanction has 
been obtained foi any expendituie which is duly authonsed by an oidei of 
the Government of India 

\ 

Su F. Gauntlett — The difficulty, $ir, is that a book of financial powers 
has been issued m which specific powers aie given to a department of the 
Government of India So you get the same person speaking with two 
voices , you get him voicing the oidei of that paiticular department under 
powers which have been given to that depaitment, and you also gel the 
Seeietaiy speaking with the voice of the Governoi Geneial m Council, 
and it is impossible foi audit to diffeientiate between the two voices 

Chau man. — I think failuie on the part of a secretaiy to a depaitment 
to obtain Finance Depaitment’s authority for something is not a matter 
for the Auditor General , it is a matter veiy much of the Government of 
India’s internal discipline 

Mu Biayne — As regards provincial Governments the powers of the 
Finance Department are definitely laid down , m the case of the central 
Government these powers are only laid down by orders issued by the 
Governor General m Council as purely departmental orders 

Sir F Gauntlett. — The only thing that I can say is that any entry in 
the Book of Financial powers giving powers to any department ought to 
be erased from the book altogether 

Mr Brayne — That is really a matter of arrangement between the 
Finance Department and other departments 

Sir F. Gauntlett. — But my officers are told they have to apply those 
rules and it is quite impossible for them to do so 

653 Mr Neogy — Who compiled these rules ? 

Chau man. — The Finance Department The only question is whether 
they should appeal as financial mles or whether they should be merely in- 
ternal rules 

Su F Gauntlett — I think that this question should come mm the 
Report I suggest a lecommendation that, if it is accepted that a letter 
issued by a Secretary to the Government of India must be taken as cai ly- 
ing the full authonty of the Governor General m Council, then those rules 
which aie now found m the Book of Financial powers which give de- 
partments of the Government of India specific poweis should be erased 
therefrom and bi ought into the confidential mles of business of the 
Government of India I am perfectly ceitam that it will save my officers 
a tremendous amount of veiy conscientious trouble 

Chau man — I think it is a point we may follow up , of course one 
gets into very deep water once you begin to diffeientiate between different 
departments of the Government of India 

654 Mr Coclce — Could not the difficulty be overcome by some sort of 
convention under which the Secretaiy, Army Department would refer 
cases to the Finance Depaitment ? 

Chau man — I do not think theie is any difficulty except from the audit 
point of view The Auditor Geneial ’s point is whether the Audit officer 
should go behind the statement of Mr Young and find out whether the 
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Finance Department had given sanction or whether he should be given a 
statement to that effect 

Mr Young — We always put m our letters that we have obtained the, 
{sanction of the Financial Adviser and of the Secretary of State m cases 
where that is necessary ' , 

Chairman . — I can understand the Finance Department as a matter 
of expediency make it a rule of business that when the Army Department 
do send things to the Audit Department authorising additional expendi- 
ture they should put there that the sanction had been obtained That 
would be an extra protection on the part of the Finance Department 

Sn F Gauntlett — That does not meet the case which was quoted by 
Mr Brayne when he said theie were other departments of the Government 
of India which raised the constitutional issue 

655. Mr Rangaswami lyengai — I would put it this way the ques- 
tion is whether the rules of business now in force m the Government of 
India secures this that m eveiy ease the sanction of the Finance Depart- 
ment has been taken, or whether you require a levision of the rules of 
business or whether you requne a. levision of the Book of Financial powers 

Mi Biayne — It very seldom happens that the department concerned 
does not go to the Finance Depaitment, I can lemember very few instances 
indeed 

Sn F . Gauntlett — I agree, but it is a question of theoiy 

Chairman — I think it would be quite reasonable that the oidmary 
arrangement should be that it should be required by the Finance Depart- 
ment that there should be a statement that the sanction of the Finance 
Department has been obtained The whole matter will have to be con- 
sidered by the Committee 

656 Mi Neogy . — Are we not going tlnough the Appropriation 
accounts 9 I wish to refer to paragraph 35 I want to understand this. 
On page 8 for instance it is said “ Occasionally, savings m the High Com- 
missioner’s estimates are thus utilised against excess expenditure m India 
and vice veisa, as a matter of practical convenience It is immaterial after 
the total budget grant is fixed and sanctioned whether savings to meet new 
expenditure are indicated m India or m England ” In these cases, is the 
sanction of the Finance Department required ? 

Mi Biayne — I think the difference is here between the military and 
the civil budget , on the Civil side there is a sepaiate account foi the Sec- 
retary of State and the High Commissioner which aie separately voted on 
by the Assembly where it is votable On the military side there is nothing 
of the kind , it is all one budget , there is no question of leappropriatmg 
money from one grant to anothei which you get on the civil side 

657 Chan man — Will not all this come out m the general memoi an- 
dum on the powers of appropriation and leappropnation that the Com- 
mittee have asked for i 

{ 

Mi Brayne — Piactically the same rules apply 

, ® tr & • Gauntlett — I do not think, Sir, that Mr Macleod understood it 
m that sense , the only question which was then under consideration-- was 
the distinction that was drawn between the poweis of the Finance De- 
partment and the powers of the Army Depaitment to utilise savings, and 



the distinction was drawn between different kinds of savings and also 
between whether those savings were to be used for actnal new expendi- 
ture I do not think that Mr Maeleod contemplated reproducing oi dis- 
cussing what is put here m paragraph 35 

658 Mr Neogy — Sub-clause (6) It is stated that “ m cases m which 
savings m India are available to meet new expenditure m India by 
administrative authorities, the necessary reappropriation orders aie issued, 
because the total of the Indian grant remains unaffected by such transfers ’ ’ 
Is it under the new convention or has it been the practice all along ' l 

Chairman — If savings are available and if reappropriations are duly 
sanctioned, the necessary orders are issued 

Mi Neogy — Does it mean that the necessary reappropriation orders 
are issued as a matter of course ^ 

Chan man — No, certainly not 

659 Mr Neogy — Then latei on, it is stated that when expendituie 
m India is mcuned against savings m England the probability of which 
is ascertained befoiehand and vice veisa , — such occasions aie comparatively 
few, — no formal oiders of reappropriation are issued What do you mean 
by foimal orders ? 

Chan man — I suppose sanction is given for additional expendituie m 
England or m India as the case may be, but there is not reappiopnation 
between English and Indian grant 

Sir F Gauntlett — I think it fuitlier involves the coiollary that if at 
the close of the yeai reappropnations are found necessaiy m England, 
and if savings are not found available m England, then under sub-clause 
(9) reappropnations are obtained from India 

660 Mi Neogy — My point is why a reappropriation order is needed 
m a particular case and why it is not needed m a similar case ’ 

Sn F Gauntlett — I think it is merely an incomplete statement of 
what actually takes place I think what I said before is conect, that 
eventually towards the close of the year the authorities m England watch 
the progress of expenditure against reappropriations undei individual' 
heads, and when they find that reappropnations are necessary, they do carry 
them out towards the close of the year There is no reappropriation m 
detail between India or England eaily m the year Late m the year 
they take up the question of the sums available m England and m India, 
and if they find that the total amount set aside foi expenditure m England 
is not sufficient, then they transfer the same fiom India to England, but the 
authorities m England aie at the close of the yeai putting then own house 
in order by issuing then own orders of reappropriation 

Chan man — I think it will be desirable if Mi Maeleod includes this m 
Ihe general reappropnation note 

Section I of the Repoit of the Auditoi upon the accounts of the Secietaiy 
of State in i espect of Militai y sei vices 
Paiagraph 3 

661 Mi A Fangaswamy Iyengai — Are theie any further leceipts on 
account of British officers lemaimng at the Staff College at Quetta ? 

Chairman — I think that came up last year Steps weie taken to see 
that m future the Accounting officer should be informed of such cases 
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Mr Bi aync — Ordeis were issued that these cases should be reported 
because I think that such cases had not been repoited 

662 Mi A Rangaswamy lyengai —Have we been able to get all the 
particulars from the Home authorities * 

Chav) man — The fact is that we have not been able to identify the 
particulaz cases and then details, but the matter has been followed up 

Paiagiaph 8 

663 M) A Rangaswamy lyengai — I should like to know what is 
meant by the <£ allowances weie recoverable ” The figuie is not given 

Mi Macworth Young — Some officers were allowed to have their 
gratuities on final confirmation m the civil departments 

8n F Gauntlett — We have no information beyond what the Auditor 
has chosen to tell us 

Paragiaph 9 

664 Mi A Rangaswamy Iyengar — This case also came up in connec- 
tion with the Burma case 

Su F Gauntlett — But these recoveries are now being made 

Paragraph 13 

665 Chau man — W e only know what is stated here 

Mi A Rangaswamy Iyengar — Surely the Army Department can 
inquire into this and see if they cannot improve upon it 

Cham man — We do not know if the matter has been raised. We have 
not heard the result That is the position 

Mi Bi ayne — That is a matter which is being dealt with by the India 
Office 

Mi A Rangaswamy Iyengar — Do you suggest that you have no 
particulars to say what exactly is the position 0 

Chav man — All the paitieulais are m the hands of the India Office 
We have not got moie information than what is given here . 

Mi A Rangaswamy lyengai — Don’t you think you can call foi infor- 
mation on that 0 

Chav man — We might say that the Committee would be intei ested to 
have paitieulais of this and to know the lesults 

Mr B Das — Might I inquire if the money^' that will come will go to the 
Army Department or to the general levenues 

Chav man — It will go to the geneial revenues 

Pai agraph 14. 

666 Mi Neogy — I find we are undei taking a liability to the extent 
of about -£15,300 for 61 years I should like to know whether the Indian 
authorities had any hand or voice m detei mining this particular share or 
liability ? The contributions were ongmallv fixed upon the numbei of 
giaves belonging to diffei ent nationalities and then an endowment fund was 
subsequently cieated I should like to know whether the authorities m 
India have satisfied themselves that this is our propei liability on the 
principles laid down by the War Giaves Commission ? 
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Mi Young — It is certainly proportionate to the number of giaves 

Chav mail — I don’t lemembei the details of the ease, but it certainly 
came to us 

667 Mi Neogy — Did any body lepiesent India at the Commission ? 

M> Young — The India Office repiesented this country I was deputed 
foi about a year for the Military Secretary The Military Secietaiy at the 
India Office is noimally the official lepiesentative 

668. Mi Neogy — "Who will administer the funds of the endowment ? 

Chav man — The Commission itself 

669 Mi Neogy — Is India represented on the Commission ? 

Mi Young — It was the Secretary of State for India and the Military 
Secietary used to be' deputed, but as a mattei of fact I used to attend all 
meetings foi the Militaiy Secretary 

Mi Neogy — Are only the graves of fighters of Indian nationality taken 
into account for determining the liability or the total number of troops 
that was sent out of India irrespective of nationality that is taken into 
account for fixing our contribution ? 

Chairman — The Indian Army graves are taken into account I think 
this is perfectly straight and clear, and nothing has been done over our 
heads 

Su F Gauntlett — With regard to the second point raised by Mr Neogy 
whether the amount of claim from India is correct, I think that will be 
undoubtedly watched by the Auditor, Indian Home Accounts 

Paragiaph 15 

670 Mi B Das — I want to know whether Government realise every 
bit of the money spent when any army leaves the Indian shoies 9 

Mi Brayne — There is a regular anangement between India and 
Hongkong or Smgapoie, and the lecoveries are made by capitation rates 
In cases vheie the forces are sent, the actual cost is charged 

671 Mi B Das — Do you mean to say that when an aimy is m Africa 
or China, the Wai Office will pay its expenses 0 

Chav man — That is so 


Paiagiaph 17 

672 Mr Neogy — Have you got a eopy of the India Office rules avail- 
able m India 9 Because we find that the piovisions of India Office rules 
are moie libeial than the English Small Pensions Increase Act, but so far 
as the paiticular point is concerned our interests do not suffer because 
a less liberal scale has been given effect to But I am suie that m the other 
Depaitments moie liberal scales have been fixed by the India Office rules 
Tins has nothing to do with the Army Department, but I will put this to 
the Chairman and I want to draw his attention to this fact So far as the 
Civil Departments are concerned, they might be guided by the India Office 
rules and they might be tieated on a more liberal scale than the English 
Act allows ? 

Chairman — I don’t think the India Office rules affect the rules m 
India 



Mr Neogy — They might apply to people employed m England on 
behalf of India ? 

Mr A Bangastvamy Iyengar — The point is, we find that the India 
Office rules provide for pension on a much more liberal scale and it might 
lead to claims being raised m this country to bring up the pension rules to 
the level of the India Office rules 

Sir F Gauntlett — What class of officeis or servants are contemplated 
by Mr Neogy and Mr Rangaswamy Iyengar ? 

Mr Brayne — There are small pensioners, and I think it applies to 
them 

673 Mr Neogy — Do the India Office rules apply to men m civil em- 
ployment, eg , do they apply to men who are employed m the India Office 
in England or m the High Commissioner’s office 1 

Mi A Bangasivamy lyengai — Our point is that attention has been 
drawn to the fact that the pensions di awn under the India Office rules are 
moie liberal than those under the Small Pensions Act, and we would like 
to know whether really this is so ? 

Mr Neogy — -My suggestion is that this matter may be looked into 

Chairman — I am not still quite clear about the point It is something 
very minute, and if Mr Neogy wishes me to look into the mattei, I shall 
do so , but theie is really nothing m this small mattei 

v Pai agi aph 23 

674 Sn F Gauntlett — I have suggested to my Directoi of Audit that 
he should represent the matter to the Militaiy Accountant General The 
mam action to be taken is to aSceitam how the defects aiose and to put them 
light 

Paragiaph 30 

675 Mr B Das — Regarding the payment foi effective service, was it 
only started for the first time that year v 

Mr Biayne. — It is the same thing as the capitation rates m lespect of 
the Army 

Pai agi aph 33 

676 Mi Bangaswaim lyengai — The Auditor says — 

“ The amount, however, seemed excessive, since after allowing for 
the rise m prices, etc , ” 

What I want to know is is this meiely a case of accepting what the War 
Office asks us to pay ? 

Mi Biayne — No, I think the India Office contend any payment It 
has to be passed on certain principles Once those punciples aie accepted, 
of course, the thing is passed 

Mi Bangaswaim lyengai — Then the Auditor Geneial says — 

“ I suggested that the claim ought m these respects to be leduced 
by about £25,000 ” 

Mr Brayne — I am afraid I have forgotten the details of it 

677 Mi Bangasivami lyengai — Are you going to hold up these eases 
as against the 40 million claim » 



Chairman — That is the real position m this case 
Mr Bi ayne — There is a considerable claim for sea tianspoit during 
the war India has only paid a propoition of it 

Mr Rangaswami Iyengar — You mean because you are disputing this, 
they are raising all these claims 

Chairman — No, there are a whole lot of these claims We have gra- 
dually brought the whole of this together into a single discussion , we have 
brought them down to a figure to balance on either side and tried to get rid 
of them all at one fell swoop 

Mr Rangaswarm Iyengar — Has it been settled ? 

Chairman — No, it has not 

678 Mr Rangaswann Iyengar — What is the prospect 9 

Chan man — I have expected an announcement any day last year We 
are simply waiting for the final acceptance of the agreement that some were 
willing to accept but some people on the other side are not willing to 
accept 

Chan man — Then there is the Report of the Auditoi on the accounts of 
the High Commissioner 

Paiagiaph 2 

679 Mr Rangaswami lyengai — This matter was commented upon 
m the last lepoit and here again m Novembei 1926 we aie told by the War 
Office that endeavours are still m progress to dispose of the ribbon 

Mr Young — The thing can’t be disposed of Unless somebody wants 
to wear it 

Mr Rangaswami lyengai — What is the meaning of endeavouis are still 
being made Have they leally done anything i 
Chan man — There is obviously no demand for it 

Mi Biayne — They aie really waiting foi a demand m some other 
quarter where they will be able to get lid of it 

Mi Rangaswami lyengai — Until it becomes a nuisance to keep it 

680 Mr Neogy — May we turn to the High Commissioners Accounts, 
Military Services Page 11 I have only one small point and that is m 
connection with explanation 5 about the causes of variations “ Recruit- 
ment to ordnance factories have exceeded the average of the past year 

” Does this indicate an increased amount of activity of the 
ordnance factories ? 

8n F Gauntlett — I presume it means they sent out rather more than 
the average Whethei it is due to increase or to more people having 
retired m that paiticular year 

Chan man — Probably due to the fact that they had difficulty m recruit- 
ing to the extent required for some years after the war 

Mr Neogy — What is the exact class of people leciuited ? 

Mr Biayne — Poiemen. overseers, etc 

Mr Neogy — I thought attempts were being made to tram Indians 
Is any pi ogress being made m that dnection 5 That naturally ought to 
lead to a 1 eduction m the lecruitment 

Chairman — We shall have to ask for a statement from the Master 
General and we will ask if he lias any explanation of the extra number- 
recruited here and anything he can say on the general subject of Indiamsa- 
tion 

The Committee adjourned for lunch 
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Evidence taken at the 9th meeting of the Public Accounts Committee 
held on Wednesday, the 10th August 1927, at 2-45 p.m. 


(1) Tlie Hon’ble Sir Basil Blackett, KCB, K C S I , Chan man 

(2) Mr II G Cocke 
<3) Maulvi Abdul Matin Chaudliury 

(4) Mr B Das 

(5) Mr A Rangaswami Iyengai 

(6) Maulvi Say id Muituza Sahib Bahadur f 

(7) Mr N M Joshi 

(8) Mr G Sarvotliam Rao 

(9) Mr K C Neogy 


Members 


-(10) Sir Fiederic Cauntlett, Auditor General 

(11) G Kaula, Accountant General, Central 
Revenues 



Were also present 


Mr A C Lothian, Deputy Secretary, Foreign 
and Political Department. 

Mr A F Emmer, Assistant Secretary, 
Foreign and Political Department 

Rai Sahib Chum Lai, Foreign and Political 
Department 


Witnesses 


681 Chavtman, — Let us take the North-West Fiontier Province first. 
I think it is better to take the comments on page 350 What is the reason 
of the saving undei Account I ? 


Ban Sahib Chum Lai — These savings come under two heads, one under 
establishment and the second undei the cliaiges which are inclined by the 
Survey Depaitment of the Government of India It was thought m the 
first instance that we would be able to get some men fiom the Punjab but 
they weie unable to give them, and also the pait of the woik to be done by 
the Suivey Department of the Government of India was not earned out 
during 1925-26 to the extent anticipated It is lepoited by the Director 
Geneial of the Fiontiei Circle that the piogiamme of 1925-26 was divided 
into two seasons, 1925-26 and 1926-27 The estimates undei this head are 
prepared by the Survey Depaitment 

Chav mam — All that i elates to dnect demands on the levenue 


Bai Sahib Chum Lai, — Yes 


682 Chan man — Here again I gathei that the excess provision is due 
to over-estimate of the amount required foi establishment undei land re- 
venue, mainly due to vacancies among Kanungos and Tahsildais. Is that 
a saving winch you could not foiesee ? 

Bai Sahib Chum Lai — No The settlement operations are not going 
on m the Peshawai district It is not a fixed settlement 

Mr Bangasivami Iyengai — These kanungos and tahsildars are not a 
permanent establishment ? 
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Rai Sahib Chum Lai —In the settlement they are not permanent estab- 
lishment 

683 Chan man — -We come to No VIII, Police 

Rai Sahib Chum Lai — That was made m accordance with the past 
piactice, but now we are making piovision for actual pay, from 1926-27. 

Account X — Sub-head B.-l {4) 

Mi . Joslu — I v, ant to know why the installation of water supply and 
electric plant could not he postponed till the next budget, and why was 
not due provision made m the present budget ? 

Rai Sahib Chum Lai — Provision was made m the budget. 
You are now talking of this Political account ? 

Mr Joslu — Yes 

Rai Sahib Chum Lai — Under Political there were savings, there was 
no excess on the Political 

684 Mi Joslu — Against the appropriation of 3 lakhs you have spent 
5 lakhs and the explanation of this is that you have spent money on the 
installation and upkeep of the watei -supply and electric plant When 
there was no actual provision m the budget why did you spend the money ? 

Rai Sahib Chum Lai — That explanation is not quite correct Page 
367, B.-l ('4), there is an excess of- 2 lakh* There is a difference of 58,000 
m the expenclitui e lecoided m the books of the controlling officei and those 
of the Accountant General, Punjab The balance of the excess of 
Rs 1,42,000 is nominal It lepiesents the cost of wireless sets, water- 
supply and telephones for which provision had been made under B-(6) 
You will find on the same page that theie is a saving of Rs 1,82,000 It 
is shown against a lump piovision It is not a lump provision It is 
wrongly shoun m this appiopnation account 

685 Chan man — On page 367-B -1 (4) and B -1 (6) — if you take the 
two together there is an excess of Es 18,000 

Rai Sahib Chum Lai — But there is Rs 88,000 m the books of the con- v 
trolling officers and Accountant General 

Chan man — What do vou mean by that ? 

Rai Sahib Chum Lai — Accoidmg to the contiollmg officer’s books the 
expendituie is less 

Chan man — Is that still m dispute ? 

Rai Sahib Chum Lai — Yes We have leferred the mattei 

Mi Caison, — The account officer’s figuie is always accepted The 1 
controlling officer’s explanation is that so fai from being an excess there 
is really a saving on this sub-head 

Rai Sahib Chum Lai — Yes That may be tiue I think some articles 
might have been supplied bv the Militaiy Department and they may be- 
long to some othei department It may have been adjusted under this 
head, because m the case of Toclu scouts B -5 (5) on page 369 against 
contingencies you will find that there is a laige saving 

686 Chau man — Your contention is that this chaige ought to have 
been made there and not heie ? 



Rat Sahib Chum Lai — I am not quite sure. 

Mr. Cat son — Theie aie many of these regiments, scouts, militia, etc, 
and many of the supplies come from military arsenals and other places 
and they get mixed up and sometimes they aie shown under S W scouts, 
under Toehi scouts and under Khurram militia 

Chan man — So far as we are concerned, if we take the two together, 
there has been veiy little ot excess over the piovision Any excess that 
oecuis heie is due to diffei ent classification 

Sit F. Gaunt] eit — It is very much more difficult to reconcile these 
difficulties when the officeis are 300 miles away 

Chan man — So far as Mi Josln’s original question is concerned, the 
excess is not due to having spent something for which sanction had not 
been given, but it is piovided under one head lather than under another 
There has been a conespondmg saving under another head 

687 Mt Das — This installation of wiieless — why is it charged to 
Political ? After 2 or 3 or 5 years will that be debited to the Post and 
Telegraphs ? 

Chan man. — I do not think that that question arises here 

688 Mi Cat son — B -1 (6) — page 367 — There is lump provision for 
the initial ehaiges of 16 additional companies 

Rat Sahib Chum Lai — The head is -wrongly printed. These are initial 
■charges for S W scouts They aie similar to those shown under head 
B -5 on page 369, for Tocln scouts 

689 Mr Josht — Why have they put it under two different heads 1 

Rat Sahib Chum La\ — One is the question of S W scouts and the 
other is Toehi scouts 

690 Mr Rangasivami Iyengar. — It has nothing to do with water 
supply oi electric plant to Jandola ? 

Rat Sahib Chum Lai — Jandola is m connection with S W. scouts 

691 Mi. Rangaswann hjengat — It is part of the expenses of the 
scouts ? 

Rat Sahib Chum Lai — These aie two diffei ent bodies — S W Scouts 
and Toehi scouts 

692 Chan man — As regaids Mr Das ’s question what charges on 
wiieless aie mcuned by you 0 

Rat Sahib Chum Lai — These vneless sets were purchased and the 
establishments aie also paid bv the Political Department, — they aie con- 
trolled by the Political Department 

693 Chan man — Does the post office have anything to do with this 1 

Rat Sahib Churn Lai — No 

In anower to Mr Das the Chairman said that the scouts weie chaiged 
to Political Department and the troops to the Military Department It 
was a peifectly clear distinction which did not apply to virelcss only 

Mr Rangaswann Iyengat raised the general question of expenditure 
being accounted for undei different heads from those thev were estimated 
under 
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694 Chan man. — Have steps been taken to secuie m future that the 
estimate m the demand for grant is under the head under which expendi- 
ture will be accounted for * 

Rai Sahib Chum Lai — Now provision has been made 

695 Chan man — A change has been made 5 

Bai Sahib Chum Lai — Yes 

696 Chan man — As a result of the recommendation by the Public Ac- 
counts Committee the general principle that provision should be made under 
the same head as it is accounted undei has been accepted ? 

Rai Sahib Chum Lai. — Yes 
' Page 356 

Sir F Gauntlett — I have a comment under B (4) . 

697 Chan man — What is this Indian News Agency ? Why was not 
provision made m the budget ? 

Bai Salub Chum Lai. — This provision was not made undei some mis- 
apprehension, as no demand on account of the News Agency had been re- 
ceived since March 1922 and it was assumed that no claim would be pre- 
ferred against this admimstiation 

Page 357 

698 Mi Das — E -7 and E -11 — Some of these allowances have been 
exceeded 

Rai Sahib Chum Lai — Under head E -7 the excess is due to payment 
of gram compensation allowance for pinch no provision was made m the 
budget 

699 Chan man — Why was no piovision made 9 

Rai Sahib Chum Lai — At the time the estimates for 1925-26 were 
prepared the prices of food giams weie cheaper than those for which gram 
compensation allowance is granted and tlieiefore no piovision was made 
In March it was found that the prices had gone up 

7 00 Mi Bangaswami Iyengar — Gram compensation is generally given 
when the prices are so high as to warrant it 

701 Changnan — At the time the estimates weie flamed the prices 
were at a level at which it looked as if no gram compensation would have 
to be paid ? \ 

Rai Sahib Chum Lai — Yes 

702 — Chan man — E -11 — What is the explanation • 

Sir F. GaunHleti — I think that meiely means that m the demand they 
are all grouped together as contingencies 

Rai Sahib Chum Lai — Theie have been some changes m the descrip- 
tion 

703 Chan man — It is time we got rid of these continued changes m 
the estimates ? 

Bai Sahib Chink Lai — This change was introduced after these esti- 
mates weie prepared 

704 Chan man. — This is the last time that it occurs ? 
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Rai Sahib Chum Lai — I think so 

705 Mi Rangaswann Iyengar — We have been told that it is due to 
closer sciutmy of tiavellmg allowance bills and exercise of strict economy 
ovei expenditure and also better supervision of Deputy Commissioners. 
Can you tell us to what extent this has improved the position ? Why 
did you think it necessary to secuie this better scrutiny ? Was it your 
experience that the state of things pieviously was not satisfactory * 

Rai Sahib Chum Lai — Because provision is generally made on the 
past actuals undei contingencies and the controlling officeis did not allow 
large expenditure m that year 

Mr. Lothian. — Control has been tightened up very considerably 

70 6 Mi Rangaswann Iyengar. — Do you think there are possibilities 
of furthei sciutmy m the matter 1 

M? Lothian — I should think there aie always possibilities of further 
scrutiny 

Mi Rangaswann Iyengar — We should like t'o ask the administration 
concerned to do better next year 

Rai Sahib Chum Lai — Instructions on this point were issued m 1922 
and then again m 1926 

Sir F Gauntlett — It is partly due to efforts which have been made 
both up heie m the Government of India and the various Local Govern- 
ments putting officers on special duty to go through all the contingent 
expenses and allowances and the extiavagances which have been discovered 
by this detailed investigation have foimed the subject of letteis round 
thiough the administrative authonties to individual officeis as to the way 
m which savings can be effected Theie has been a general tightening up 
of contingent expenditure all over India As you go through these Appro- 
priation lepoits you mil find general savings undei contingencies 

Mu Rangaswann Iyenqai . — We should like to get at the circular be- 
cause we can be moie specific m oui recommendations 

Rai Sahib Chum Lai — We have alieady issued instructions to heads 
of depaitments 

Mi Rangaswann Iyengai — There has been a scrutiny of contingen- 
cies and allowances and we would like to know what is being exactly done. 

Sn F Gauntlett. — The Government of India weie invited to place an 
officer on special duty to go thiough each depaitment m the Government 
of India and those repoits were consideied m detail by each depaitment 
and ordeis issued within the depaitment Then m some piovmees we have 
had officers on special duty and any geneial conclusions that can be drawn 
from these lepoits have been bi ought to the notice of the Local Govern- 
ments 

Chav man — Tins general action was taken paitly on account of the 
Inclicape Committee and paitly following it up 

Sn F Gauntlett — Yes 

Page 358 — No comments. 

707 Mi Neogy — Page 359 — Who aie these readers to certain Hono- 
raiy Magistiates <? It does not mean that they aie illiteiate . (Laughter ) 
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708 Chairman — Page 361 — Was that due to a deliberate effort to 
reduce expenditure — B.-2, 3, and 4 ? 

Bai Sahib Chum Lai. — That is on account of short vacancies and also 
on account of the fact that piovision was made for average pay instead of 
actual pay. 

709 Mr Neogy — Page 364— F -5, Secret Service Charges— We have 
got a s im ilar entry at page 367 under Political I should like to know 
whether the audit gets any sort of certificate from any lesponsible executive 
officer 

Sir F Gauntlett — I visited Peshawar some 3 or 4 years ago m order 
to discuss moie thoroughly this question of seciet expenditure with the 
Chief Commissionei We drew up then a set oi rules which would govern 
the relation of audit to secret expenditure Very secret expenditure is 
audited by a senior officer who visits Peshawar for the puipose We cut 
as much as possible out of the heads undei seciet expendituie and for the 
rest, we ananged that a special officer should be sent to Peshawar m order to 
audit books The Chief Commissioner accepted that scheme and it has 
been m operation ever since It is not under those heads that difficulties 
arise — not m Peshawai 

710 Mr. Joshi — You see the accounts but they are not published any- 
where 5 

Sir F Gauntlett — No Eveiy book is shown to me 1 went myself 
and another officer with me and we u ent through the whole of the books one 
year 

711 Mr Bangaswami Iyengar — Do you require a certificate as you 
do m the case of other seciet expenditure ? 

Sir F. Gauntlett — For a portion of it 

712 Mr Bangaswami Iyengar — Is there any piescubed form of cer- 
tificate ? 

Sir F Gauntlett — The whole question as regaids secret service expendi- 
ture is under general discussion There is laid down m the Auditor 
General’s rules a rule which enables the Secretary of State to lay down 
rules limiting the extent of my audit That was introduced so- that he may 
issue orders with legard to seciet service expenditure and I am pressing 
the Government of India to obtain those orders from the Secretaiy of State. 
Those orders have been followed, but they are not m official existence and 
I require official notice of Government I did take up this question with 
the North-West Frontier Piovmce some three years ago and we arrived at 
a very satisfactory working arrangement 

Chairman — So far as the North-West Frontier Province is concerned, 
nothing arises, and we have already made a note of the general ques- 
tion 

713 Mr. Joslii. — Page 368 — What is the meaning of maliki allow- 
ance ? 

Bai Sahib Chum Lai — These allowances are given to certain m aliks , 
that is, heads of tribes 

H164Fm 



o' $it>F Gauntlett.— Pagfe 370 — I have a remark on that r > 

Mr Chum Lai - — The savings weie due chiefly to the political situation. 
We have now reduced this provision , we have made a provision of 

33,000 against one lakh made m 1925-26 

, 714. Chav man — Refeirmg to page 370 and the Auditor General’s 

suggestions, have the North-West Frontier authorities taken note of all 
those points, and have you made a reduction of 66 pei cent m your pro- 
vision 5 

A — Yes 

715 Mr Joshi — Referring to page 370, I would like to know why 
expenditure D was not debited to the Railway Budget instead of to the 
political budget, as it was due partly to increased expenditure m connection 
with the opening of the Khyber Railway 

Mr. Chum Lai — This expenditure was m connection with the entei- 
tamment of these tubes on the occasion of the opening 

Chan man — The answer is this was political and not railway expen- 
diture. 

Mi Lothian — Entertainment charges are a constant item incurred on 
•account of the tubes, — -they have nothing to do with sumptuary allow- 
ances 

Mr. Chum Lai — It was a misclassification It is explained here that 
part of the expendituie which was really debitable to head (/) (2) other 
charges, was taken under Entertainments 

Sn F Gauntlett — It is a fundamental lule of classification that the 
classification depends upon the authority incurring expenditure It may 
have been mcuned on the opening of the Khyber Railway but was not in- 
curred by the railway authorities, it was incurred by the political authori- 
ties 


716 Mr Rangaswami lyengai — Turning to 375 (c), this' has been 
due mainly to a .payment to the Peshawar municipality for the main- 
tenance of the Zoological garden Was it an uigent matter 9 

Mi Chum Lai —This giant has always been made m the past, but 
formeily at was debited to Political It is not a new payment and we are 
now including this item in our proposals for new expenditure, m the next 
year It will be placed before the Standing Finance Committee 

Glum man . — Are you sure there is no increase m the grant * 

t 

A — Yes 

717 Q — Where was it provided for m the year 9 

A. — It was not piovided m this yeai but met from the political Budget. 
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j- ‘718 Mr. Rangaswatm lyengai — You paid this Rs 10,000 for the 
Zoological Department for the fiist time this year 9 

Sir F Gauntlett — The witness is endeavouring to show that in 
previous year it was paid out of other heads, recorded m the political 
section of the accounts It was held that this Zoological garden was 
made on a larger scale simply for the sake of these tribes who come to 
Peshawar So m the past this grant was given from political funds ■ 

Chairman — There is no doubt that this is an extraordinarily attrac- 
tive part of Peshawar to those who come from the Frontier, and it is 
really educational expenditure and not political 

719 Q . — The maintenance of this Department has been going on, — 
only it was met fiom other funds and now you have put it down under 
Botanical Research 9 

A — Yes I am not sure- that it was always paid, but we have made 
inquiries from the Deputy Commissionei 

Chan man — My recollection is that I was specially appealed to by the 
Chief Commissioner to make this giant 

Mr Chum Lall — As a mattei of fact the municipality cannot bear 
the entire expenditure 

720 Q — Who pays the balance 9 

A — It is a grant by the Government to the municipality for upkeep 
The municipality pays the balance 

721 Mi Rangaswanu lyengai — Therefore you say Government 
have been paying this municipality yeai aftei year even before this, at 
least five years before this, ever since it was constructed 9 

Chan man. — I did specially agree to this grant, — it was agreed on poli- 
tical grounds 

Mr Chum Lall. — Now we are coming up - to the Government of India 
to regularize it because so fai it has not been sanctioned as a recurrent 
charge 

722 Mr Rangasw ami Iyengar — Is it or is it not a fact that it was 
being paid by the Frontier Administration to the municipality year after 
year 9 

Mr Lothian, — We can find that out 

Chairman — My impression is that if it was not a new charge this 
year, it was a new charge the yeai befoie 

723 Mu Cocke — On the next page you will find an increase by 50 per 
cent What is the leason for this excess 9 

Sir F Gaimtlett — The actual explanation you will find in (a) to 

(<0 

Mr. CJmni Lall — There was a net excess of Rs 35,000 

The actual excess under this head was Rs 44,000 
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The explanation is given m ( e ), and then a sum of Rs 19,000 on 
account of the contribution recoverable from the Peshawai Municipality 
was wrongly credited under this head instead of to the head 12, Medical , 
that you will find against (j) on page 376 So the real excess was 
Rs 44,776 , it occurred chiefly under the head Experimental Farms, Other 
Expenditure, Rs 32,000 The excess was paitly due to the fact that the 
Budget was underestimated and partly to an expenditure of about 
Rs 10,000 having been incurred as a icsult of damage done by storms. 
Then m order to make it self -suppoi tmg laiger expenditure had also to 
be incurred on revenue producing ciops with the result that the income 
amounted to Rs 35,000 against an estimated figure of Rs 25,000 and the 
excess undei the latter head was due to this grant to the Peshawar 
Municipality The total excess was coveied by savings undei other 
heads 

724 Mi Neogy — "Who is tins Bukhtiar Khan (page 377) n 

Mi Chum LaJl — As fai as I know he was deported, and these are 
his maintenance charges The amount is only Rs 210 

Chav man — You do not w.mt to adveitise e\en m Appi opriation 
Accounts such individuals moie than is necessaiy 

725 M Josln — Even though you had a Goi eminent press (page 
377), you wish to get your vorlc done m pin ate pi esses 9 

A . — Yes 

726 Q — And you find that punting m Government pi esses is chea- 
per » 

A . — Yes 

Chairman — We will now take page 52, paragraph 71 of the Report — 
Frauds and Embezzlements 

727 Mr B. Das — Mav I ask whether these frauds are still practised 
or they happened only in that year ? Have steps been subsequently 
taken 9 Were there such cases afterwards 9 

Mr. Chum Loll. — The persons who were at fault have been con- 
victed 

728 Q — My question is whether these frauds only happened this 
year or they eontmue 1 

Chairman. — This particular kind of fraud it is hoped to prevent by 
the action mentioned at the top of page 53 

729 Mr ; Joshi — There is a statement (page 72) that the Officer 
Commanding had an old standing personal ledger account at a sub- 
tieasury Are these officers allowed to keep their personal accounts at 
treasuries 9 

Mr C W. C. Carson — They keep regimental accounts 

Sit F Cauntlett — It is separate from an official account , a per- 
sonal ledger account is technically m the name of a paiticulai officer, 
maintained at a treasuiy outside the actual Government accounts That 
really ought to have been m italics It does not mean his own personal 
account but a regimental account 
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730 Clian man — Was any action taken on tlie case mentioned m 
paragraph 73 9 

A — The explanations of the officers were called foi and they are under 
consideration Those orders have been issued 

731 Chan man — Paragraph 74 The Auditor Geneial has a com- 
ment 

Mr Chum Lall — I may say that the safeguards suggested by the 
Accountant General were duly adopted and an intimation to this effect 
was sent to him The Civil Surgeon, Peshawar, reported that steps had 
been taken to comply with the rules of the Civil Account Code and that 
m his opinion such n regularities would not oecui m the near future. 
As legards explanation, no explanation was called for from the Civil 
Surgeon m whose time this oceiu red as the total amount had been nearly 
recovered and he had been transfened to another place 

Sti F Gauntlett — That lack of action is likely to help or rather not 
to pi event that officei doing the same sort of thing m another province? 

732 Chairman — As a geneial rule it is obviously desirable that a 
Civil Surgeon or anybody else who has contributed through his negli- 
gence to a fiaud should at least be communicated with and asked to give 
an explanation The meie fact that he has gone to another piovmee is 
not sufficient 

Mr, Chum Lall — It was because the amount had been recovered 
and the head clerk was chiefly at fault 

Chau man. — I think we may make a comment that we do not think 
that it is right that m such a case you should not follow lnm up 

Mi Kaula — These did not oceui all m the yeai under leview Some 
of them occurred m 1923 and 1924 

Sn F Gauntlett — It is rather curious that the voting chaiges of 
men and animals showed a saving of Rs 48,000 owing to favourable rates, 
when we conti ast Ihem with the explanations we have just had why 
gram compensation allowance had to be paid m the Peshawai district ? 

Chairman — Of couise puces m Baluchistan and Peshawai were 
influenced by veiy different causes 

733 Mi Neogy — I see no provision made m the Budget for build- 
ing grants for schools [page 389 (&)] How is that 9 

Su F. Gauntlett — Possibly it is a general comment that m these 
political areas, if they are able to save money on what you might call com- 
pulsoiy heads like Political and Police, then the Commissioneis would 
probably utilize those savings in the nation-building Departments 9 

Chanman — If they can save on the leseived sei vices, we encouiage 
them to spend on the transferred (laughter) 

734 Mi Bangasuami Iyengar — You do not quite agree with the 
Auditor General’s suggestion that the Chief Commissioner himself is 
emptywered to make use of the savings m the manner indicated ? 

Sir F Gauntlett — I meant of course that it was incurred under pro- 
per sanction 
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Mr. Lothian —The question under discussion is that of the financial 
powers of the various Local Admimstiations m legard to these grants- 
m-aid 

Chairman. — There is npthmg more 'on page 390 Page 391. 

735. Mr Bangaswami Iypngar — I think your explanation, Mr. 
Lothiajn, about these grants is that these new rules have curtailed the 
powers that you pieviously exercised and the result is that you have got 
to obtain reappropnation orders m each case from the Department, 
although it was within the powers you have been all along exercising ? 

Sir F. Gauntlett. — There is some confusion between oiders of 
sanction and orders of reappropriation 

Chairman — We go back to page 55, paragraph 76 

736 Paiaqiaph 77 — Mi Bangaswami Iycngai . — What about last 
paragraph wheie it is said “ No disciplinary action can be taken 
against one of the officers m fault as he has alieady retired from service, 
while the other officer has been reverted to the clerical line ” 

Mr Lothian — Reversion is a considerable punishment and it is not a 
very big case 

737 Chairman. — Page 404 , Ajmer-Merwai a. — The Auditoi General 
has a general comment on the saving of 10 per cent 

Mr Lothian — Steps ha,ve been taken by the local administration to 
improve matteis m futuie 

738 Chairman — The whole question of over-budgeting lias been taken 
up m respect of Ajmer-Meiwaia 

Mr. Lothiam — The attention of the Chief Commissioner was diawn to 
the considerable over-budgetmg He stated that, regiettably the budget 
had not been scrutinised a second time and that particular care would be 
taken m this regard m future. 

739 Mi. Bangaswami Iyengar. — Page 406. — With regaid to the 
savings of Rs 4,000 and odd undei Service Postage and Telegram charges, 
was there anything unusual 9 

Mr J oil nan — No If you could isolate postage fiom telegiam 
charges, you could estimate the first fairly exactly, but telegram charges 
are very fluctuating 

740 Mi Bangaswami Iycngai . — Can you say that anytlnng parti- 
cular happened 9 

Mr Lothian. — No 

Sir F Gauntlett — Page 407 . — There is a remark on this page “Due 
to non-utilisation of the provision for leave salary ” It really all comes 
under the head of pay Our experience m running a big department is 
that separate provision for leave salary is very seldom required There 
are savings under the general head of pay to meet any possible excess 
under leave salary 

Chairman — It is all a general question 

741 Sir F Gauntlett. — Page 410 • — I have a comment It is not 
clear why provision for the contribution was not foreseen 
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Mr. Lothian, — It was only decided m 1925-26 that this should be 
charged against the Central Government and it was accepted with retros- 
pective effect 

742 Mr Rangaswami lyengai — What about K-2 ? 

Mr Lothian — That was an omission. The grant was met from the 
Finance Department’s reserve 

743 Mr. Rangaswami Iyengar — Page 423. — What about Rs 10,000 
paid to Abu Municipality ? 

Mi Lothian — It is a special grant m aid to the Abu Municipality, 
the need for which was accepted by the Standing Finance Committee. 

744 Mr. Rangaswami Iyengar. — Page 428. — There has been a lot of 
payment out of reserves under this head Does that mean it will go to 
the Standing Finance Committee 9 

Chan man. — No The total expenditure was so near the total amount 
that it looked as if m the absence of provision fiom the reserve we would 
be incurring excess 

' Mr. Lothian — Page 432. — The provision for leave salaries has been 
greatly reduced m subsequent years 

745 Mr Neogy — What is this excise compensation to Indore 
Dajrbar ? There is a saving 9 

Chan man — Probably on account of excise compensation 

M) Lothian . — I l egret, I have no mioimation 

746 Chairman — It is non- voted I think piobably it is Political , 
it is a varying payment undei a tieaty I do not think we need pursue 
it. 

Page 434. — Theie is a cm ions foot-note, J -1 “ The saving re- 

presents unallotted balance of the fixed Conti act Grant that lemamed 
at the disposal of the local Administration 

Mi Lothian — The unspent balance of the Agent to the Governor 
Geneial can be earned forward to another yeai 

Mr Rangaswami Iyengar — What is this conti act grant 9 

Mr Lothian — It is a grant which was instituted m 1907, when the 
Indore Abkari Fund and certain excluded local funds were abolished and 
their v transactions transferred to Central Revenues The contract grant 
is intended to cover expenditure foimerly met fiom the above funds as 
also expenditme on supplies, services and contingencies under the nead 
Political and ceitam other local expenditure m the foim of grants m 
aid for education, medical service, etc It is shown separately m the budget 
but is distributed among the diffeient heads of account concerned 

Sn F Gauntlett — Most of these have been absorbed m the general 
revenues long ago 

747 Chan man. — Could we raise the question whether it is necessary 
to continue this contract grant 9 

Mr. Lothian. — The question has previously been argued It might 
1 however, be re-examined 

Chan man — W e will have this question re-examined 
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Mu Emmer — The question of the renewal of the conti act grant 
comes up every 5 yeais , it will come up again in 1928 

Chan man — No harm will he done by saying that the continuance 
of this grant m this form might be examined Very likely theie are good 
reasons foi it 

748 Mi. Rangaswami Iyengar — Page 438. — Notes like E -3 fre- 
quently occui I want to know what it is 

Sit F Gauntlett — That is a pure point of technical accounting It 
is simplification of the account procedure and there is no change 

Mr Lothian — Note E Page 439 — It was not anticipated that the 
medical stores indent for 1926-27 would be supplied the pievious year 
and no budget provision was made m the pievious year Stoies were 
supplied much quicker tjhan was anticipated 

749 Chairman. — Were they received earliei than lequned ? 

Mi Lothian — Yes, and also earlier than they had bargained 

Mi Emmei — We expected them to come m April, but they came m 
February or Mai eh, when the debit was received 

730 Mi Neogy — Is not medicine purchased locally m India 9 

I 

Sir F Gauntlett — If they had been pui chased from home, they 
would have come in the Home account 

G kan man — I think it was all purchased m India 

751 Mi Neogy — I want to know whether tlieie is any difference 
between the vanous classes of financial powers of the Government of India 
with legard to the vanous States 

Mi Lothian — I think the specific point you aie refening to aiose 
recently m an Aden Public Works case whole the Bombay Government 
pointed out that it was anomalous that when acting for the Government 
of India they could not sanction the very small amount that w as involved 
m the particular case and theiefore they asked for extra powers 

752 Chanman — They were spending money from the Cential revenues 
and were subject to the same lules as the othei Agents 

Sn Fiedenc Gauntlett — Theie is a sepaiate section m the Book of 
Financial Powers dealing with the powers of the Local Governments when 
acam as Agents foi the Governor-General m Council That book is leally 
the Gospel foi all these Public Accounts Committees 

753 Mi Neogy — Do these powers differ m any way from the powers 
enjoyed by the Agents to the Governoi -General m Central India and Baj- 
p ut ana oi aie they of the same nature ? 

Su Fredenc Gauntlett — They aie higliei powers 

Chan man — Broadly speaking, the difference is a small one 
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754 Chaw man — Page 459 — E seems to show that supplementary 
giants were not necessaiy 

Mi Lothian — That the supplementary giants were not necessary is 
admitted, but the grant is scatteied thioughout India and beyond it and 
it is administered by many different local officeis and comes undei the 
audit of neaily every Audit Officer m India 

755. Chan man — Your answer is that the natuie of grant is such 
that youi powers of following expendituie closely are not as great as you 
would desire 

Mi Lothian — Yes The new lules which were instituted last year 
may, howevei, help somewhat 

756 Chan man — What is the nature of the new rules ? 

Mi Kaula — These are the Government of India’s general rules about 
the conti ol of expenditure 

757 Chan man. — Page 460 

Mr Lothian — The excess here Is due to an adjustment of charges m 
connection with the Gyantse telegraph lines The excess was uncoveied as 
the debits «were received at the close of the year These charges though 
debitable to civil and political estimates are incurred by the Posts and 
Telegraphs Department Budget piovision is made by the political officer 
on the basis of the past actuals winch aie really satisfactory guides The 
Accountant General, Posts and Telegiaphs, has been m the habit of 
furnishing the Accountant General, Central Revenues, with an estimate 
but not until after the budget has been passed At piesent the scheme is 
being considered whereby the Accountant Geneial of Posts and Telegraphs 
can furnish us more correct estimates m time for inclusion m the budget 

Chairman — Endeavouis are being made to correct this difficulty 

Sir Fi edenc Gauntlet t — W e have the same question of co-ordmation 

here 

758 Mi. Bangaswann lyengai — May I take you back to page 458, 
C 4 You have refened to a large number of items m regard to furniture 
For instance there is an excess m Mysore of Rs 8,000 odd, which is counter- 
balanced bv a saving m other Residencies Is this item for the provision 
of furnituie and maintenance a very large one 9 

Mr Lothian — In the case of Gwalior it is a very large item because 
it was a new Residency and this was the initial furnishing grant 

759 Mr Rangaswami lyengai — Is the Mysore item of Rs 8,000 odd 
an annual item 9 

Mr Lothian — The maintenance and renewal charges aie piesumably 
ah annual item 9 

Sir Frederic Gaun+lett — That is simply due to a provision under an 
incorrect heading 

760 Chan man — Page 461 
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Sir F rede) 10 Gauntlett — There is a large saving under the Public 
Works of Burma 

Chairman — I think the Political Department will agiee that the esti- 
mates for works expenditure are usually due to excessive optimism on the 
part of thd engineers 

Mi Lothian — The conditions on the Burmese Fiontier, where I believe 
most of this public works expenditure was intended to be mcuired are 
very far from settled You can scaicely apply the ordinary rules of 
British India to the frontier tiacts 

Chmiman — But you can apply the general principle that engineers 
are optimistic m their estimates with the Frontiei However, there is 
nothing important m this and we need not pursue the matter further 

761 Mr Neogy. — Page 463 There is an excess expenditure on State 
prisoners m Bengal and Burma 

Mi Lothian — We have addressed both the Buima and the Bengal 
Governments We have not yet got the leply from Burma but the Bengal 
Government have leplied The excess is due to then sunendei earl}’ m 
the year of a sum of Rs 28,000 as no expenditure was anticipated 

Mr Neogy — Evidently they wanted to let off the pnsoneis much 
earlier than they were allowed to 

Sii Fiedenc Gauntlett — That is an old question of not taking liabi- 
lities into account 

762 Mr Neogy . — I want to know something moie about Lighting and 
Buoying of the Persian Gulf (Item I) Why is it that ve aie lequired to 
pay more than befoie 0 

Si) Fiedenc Gauntlett — I think that it would be moie appropriate 
to put questions about Lighting when Sir Geoftre}’- Coibett comes befoie us 
as he must know considerably about it Technically, of couise, it relates 
to the Political Department 

Chan man — Sn Geoffiey Coibett will be able to tell us 

763 Mi Neogy. — Page 466 What is this Military Commission to 
Persia ? 

Mr Lotlnan — I regret I have no mfoimation m regard to this matter 
It is old chaige 

764 Chan man — Was this a uai oi post-wai chaige ? I am pretty 
certain it is a war chaige oi a posi-wa r chaige It is not a thing which 
will continue 

Mi Lothian — The accounts of Peisia still contain a large number of 
items relating to war 

765 Mi B Das. — May I inquire whetliei India pays any charges 
towaids the Consulate m Peisia ? 

Chairman — They are divided — half and half 

766 Mi B Das — Page 467 Regarding the Pensions to Heads of 
tribes at Aden, may I inquire if even after the new Treaty India has to' 
bear this expenditure ? 
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767 Chairman. — Does it come under the fixed Aden figure ? 

Mr. Lothian — That is a point I will look into. 

Chairman — The question is whether it is included m the lump sum 
settled for Aden 01 not. 

768 Mi Rangaswami lyengai — Page 475-F Why were large number 
of grants made this year under this heading ? 

Mr Lothian — There was a grant of Rs 1,15,000 for a pumping station 
which could not be utilised and it was utilised for items (2) and (3) It 
is not out of the Government of India revenues ' 

Chairman — This expenditure is not really out of the Government of 
India revenues , it is really out of the revenues of Bangalore I think the 
reason is to reduce the suiplus Three quarters of the surplus go to the 
Durbar and one quarter as retained by the Government A part of it has 
to be spent locally 

Mr Rangaswami Iyengar — So that the revenues of Bangalore aie more 
or less held m trust by the Government of India 

Page 60, paiagiaph 83 

769 Mr Rangaswami lyengai — Is this expenditure complete or are 
you still going on with it 1 

Mr Lothian — It is not complete , at least it was not complete m the 
year to which this account refers 

Chan man — Thei e was a furthei expedition m the following year 

770 Mr. Rangasivann Iyengar — Is this woik still going on — the libera- 
tion of slaves ? 

Mr Lothian — It was almost completed by a lecent expedition, but 
theie is still something to be done 

Paiagiaph 84 

771 Mi Rangaswami lyengai — Don’t you think this is a glanng 
case , it cannot merely be a ease of confoi mmg to the rules ? 

Mr. Lothian — As a matter of fact, it is due to an unusually favourable 
contract They got it as a result of adveitismg Such a favourable con- 
tract might not again be obtained 

Mr Rajagopalan — The prices fluctuate violently fiom year to year 

Chan man — As regaids the last sentence of paragraph 84, that is a 
general question of conti acts 

/ Page 134. 

Chan man — There is a large saving under Contingencies 

Sir Fredei ic Gauntlett — It is nearly 50 per cent 

Mr Cocke — It is due to strict economy 

Chairman — It is a satisfactory result of the laboui of the new Assist- 
ant Secretary but the trouble of the satisfactoiy results is the light they 
throw on the past 

Page 203 

Si i Frederic Gauntlett —This question of the Aitchison College has 
been before us practically every year It is very difficult to get rid of it. 
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Mr Lothian. — It has been settled now 

772 Mr. Neogy — Aie there no arrears outstanding ? 

Mr Lothian — The an ears have recently been written off by the Gov- 
ernment of India 

773 Chan man. — Unfortunately this is the result of an excess vote 
once again Have you now solved the problem of how to avoid excess 
votes ? 

Mr Lothian — Each college is now paying its own staff 

Chan man — So we have solved this problem and from next year this 
will not recur We have had this college before the Committee during 
the last 5 years 

774 Chan man — Page 91 (88) 

Mr. Lothian. — It is a question of claims against the Durbars made by 
the Military Department m connection with the war The claim against 
the Jaipur Durbar up to 1924-25 has been settled except a few items 
amounting to Rs 4,000 odd and this will be settled shortly The Gwalior 
Durbar account up to 1921-22 has been settled except one item of 
Rs 11,000 Action is being taken to ensure its speedy settlement and 
also of subsequent claims 

Page 91 (89) — Claims have been laised by the Butish Government 
against the Polish, Esthoman, Geiman, Russian and Italian Governments 
for expenditure on account of the internees at Ahmednagai during the 
war The Polish Government has i ejected its claim and it is understood 
that it will be shared between the Imperial and Indian Governments but 
no official intimation has yet been received Ceitam of the other claims have 
been accepted by the foieign Governments concerned, and the remainder 
are still under negotiation 

775 Mr Kaula refened to paiagiaph 7 on page 2 of the Home 
Auditor’s Report on the High Commissioner’s Accounts 

Mr Lothian — The Foreign and Political Department can scaicely 
accept this descuption of the case as coirect The officei applied to be 
taken into the Foieign and Political Department from the militaiy m 
accordance with the usual piocedure and while Ins application was being 
considered he was taken by His Excellency the Viceroy as his Suigeon 
The officei asked after this that his application foi the Foreign and Poli- 
tical Department should still stand and he was aceoidmgly shown as on 
deputation on their list from the date he took ovei cliaige as Surgeon to 
the Viceioy These aie the facts and there is nothing enoneous m that 

776 Chan man — When this leave was originally gi anted what pioce- 
dure was followed to see that coneet leave was given ? 

Mi Lothian — The Accountant General Central Revenues, was con- 
sulted m the ordinal y course and he regarded the officer as on civil employ 
and gave lum the leave 

Mi Kaula — That is so 

Chan man — The responsibility, m so f ai as there was a mistake, if it 
was a mistake, was m a sense with the Accountant General, Central 
Revenues 
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Mr Kaula — That is so , ultimately it was decided by the Finance De- 
partment that it should have been otherwise 

Chairman — The real crux of the position is that he never joined 
appointment and therefore technically was never actually m civil employ 
It was a purely technical error , there was every reason to suppose 
that he was m civil employ, except the absolute compliance with all the 
technical form If the officer had put m an application there would have 
been a transfer from military to civil 

Sir F Gauntlett — I think the whole difficulty arises fiom the fact 
that he was notified for the Foreign and Political Department but never 
joined it , and on that it was assumed that he was in civil employ whereas 
he could not be regarded so technically 

After some discussion the Chairman remarked that he did not think 
it was a case leally worth pursuing 

Mr Kaula — In any case fiom the audit point of view the geneial rule 
is clear that m a case like this heieafter the Accountant General, Central 
Revenues will mot eeitiiy leave undei the civil mis » 

Tile Chan man thanked the vitness who then withdiew 


The Committee then proceeded to discuss the Home Accounts 

777 Mr Neogy wanted to know whether theie was any further mfoima- 
tion with regard to paragraph 16 of the Auditor’s Report regarding the 
form of the certificate given for seciet seivice expenditure He read out 
the form used m England and suggested it should be adopted m the ease 
of the certificates given by the Secretary of State for India 

The Chairman said that the information was being obtained by the 
Home Department. 

778 Mr. Neogy inquired what the position was with regard to para- 
graph 21 where the Auditor had raised the question of exchange 

Chairman — We have no information on that , it is a matter largely 
for the Reparations Commission 

Sir F Gauntlett remarked he had a comment on paragraph 23 

Chairman — I think the Auditor General’s statement is rather an 
over-statement , and agreement has been come to or rather an offer has 
been made which has not been finally accepted , it really amounts to 
nothing, I am afraid 

779 Mr Rangaswami Iyengar ref ei red to paragraph 30 which dealt 
with the form of submitting supplementary demands for grants to the 
Assembly. 

Sir F. Gauntlett — It is ordinarily the practice m India to distribute 
the grant over individual heads 

Mr Kaula — Two years ago details were not given , now they aie 

Chau man — We are always up against the difficulty of the token vote ; 
I do not remember this case particularly, I am afiaid 

780 Mr Neogy — Item 5 page 7 Appropriation Account of Secretary 
of State In connection with the colonisation scheme, no provision was 
made for it How were the charges met * 
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Chairman —This was the year m which the question of British Guiana 
was settled and eventually it was decided to send a man to British Guiana 

' ' ' 781 Mr Neogy — The decision was taken m the Assembly 9 

Chairman —Yes, Kunwar Maharaj Singh was the officer who was de- 
puted 

782 Mi Neogy — Why was not any provision made for it m the 
Budget, because it was we who made the suggestion for the deputation 5 

Chan man — He drew the money m England 

783 Mi Neogy — What are the considerations that determine as to 
whether an officer should diaw money from the Secretary of State oi from 
the High Commissioner ? What is the distinction ? Because the High 
Commissioner acts as the Agent of the Government of India, and this de- 
putation was undei taken at the instance of the Government of India 

Chairman — We can find out if you like why this was diavn from the 
Secretary of State and not fiom the High Commissionei Possibly we 
can get an explanation from the Education, Health and Lands Department 

Item 15, ibid 

784 Mi Neogy — What aie the consideiations that geneially detei- 
mme such grants m aid as the one given for the publication of the woik 
“ Dome of the Rock, Jerusalem ” • The amount is not very small I 
don’t know whether it is m oui piovmce to question the piopnety of this 
expenditure I think we will find out from what department we can get - 
the information about the Dome of the Rock 

Chan man — We will now take the Auditor’s Report on the accounts 
of the High Commissioner for India 

Paiagiaph 3, Home Audit oi ’s Bepoit on the High Commissioner’s 

Accounts 

785 Mi Joshi — Is the responsibility of the shipping companies taken 
away now for what is called negligent navigation I don’t understand 
whether the responsibility is taken away now or it is imposed 

Mi Neogy — So far as the amendment of the Act goes, it won’t 
affect our position 

Paragi aph 5 ibid 

Sn F Gauntlett . — I had ascertained the matter and found that it 
l elated to Burma and I passed it to Burma^ I have asked the Auditor 
to include specific cases m the Annual Report The geneial question 
is however, beyond our piovmce because it does not concern the Central 
Government 

■\ 

786 Mi A Bangaswamy Iyengai — I think this item is far too im- 
portant for us to pass over, because I know that m certain other provin- 
ces the same trouble has arisen 

Chan man. — We cannot take up questions relating to Provincial Gov- 
ernments 

787 Mi A Bangaswamy Iyengar — I want to know whether it is open 
to a Department under Central Government to say that unless you supply 
the goods of a particular form we are not going to take responsibility 
That is the question 
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Chairman — I think you had better raise it op. a Specific case 

Sn F Gaunt left — -Might I suggest that the High Commissaonei is the 
Agent of the Government of India and of the Provincial Governments, 
and that if any action is taken it must be taken by the Government and 
not by the Government’s Agent who is there merely to carry out orders 

Chan man — I would strongly recommend to keep this specific case 
aside It is extraordinarily difficult to take up a case with which we arc 
not concerned 

Sn F. Gauntlett. — Might I suggest that if the question is going to be 
put up, it should be put to the department that deals with stores 

Mi . A Bangasivaniy lyengai — I am not taking the particular case 

Sn F. Gauntlett — The position is that the High Commissioner has 
been oidered to send a detailed list of every single case m which the lowest 
tender is not accepted That list is received here, and I presume it is 
sci utmised carefully 

Chan man — I would suggest that this should be taken up by the Burma 
Public Accounts Committee, and we will hai e plenty of opportunity to raise 
a specific case But I would lather not take up the general question on 
a specific ease like this 

Mi A Bangaswamy lyengai — My point is that matters of this sort 
aie bound to occur m connection with large development works m this 
country 

Mi Josln — My point is that had the total value of these 75 cases been 
si\ en, it would have given us a clearei idea 

Mi Neogy — So far as the Cential Government is concerned the 
amount can be easily ascertained from the statement placed on the tabk of 
the Assembly 

Chan man — There are considerable opportunities for the Assembly for 
raising this point 

Mi J oshi. — If the Home Auditor gives these cases every year, we may 
suggest to him that he should also give m his Reports the total value 

Chairman — I think the statement that is laid on the table of the 
Assembly every six months ought to be sufficient, because all the mfoima- 
tion is available there 


Paiagraph 17 ibid 

788 Mi Neogy — I want to diaw attention to one point It is stated 

here * * While it is recognised that m the absence of definite information re- 
garding the leave progiamme the estimate for Leave Salaries, etc , must 
to a considerable degree be conjectural ” 

Si i F Gauntlett . — This is rather an impoitant case, because le<i\e 
salaries paid m England come to quite a laige figure, and now that they 
have been consolidated, it ought to be possible to make quite a large lump 
cut out of the estimate to estimate much more accurately 

Chan man . — We will draw attention to that 

789 Mi Joshi — I want to know what is meant by “ modifications in 
voted grants sanctioned by other authorities ’ ’ What are the other autho- 
rities ? I want to know the meaning of the heading 
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Chairman — That is what we used to do in our accounts, modifica- 
tions being a substitute for reappropriations within the grant 

Sir F Gauntlett — I think it is almost impossible to discuss these ques- 
tions of modifications on this document, which as an incomplete statement 
of the grant In many cases the grant is for expenditure both m England 
and m India, and the extent to which the grant has been spent for proper 
purposes and the extent to which the reappropriations within the grant had 
i'cen properly made can only be studied from the consolidated statement m 
tlie big volume 

Chairman — All this really means that the excess of expenditure com- 
pared with the ongmal grant has been covered by reappropriation 

The Committee adjourned till 11 a.m on Thuisdav the 11th August 

1927 


/ 
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Evidence taken at the 10th meeting of the Public Accounts Committee 
held on Thursday, the 11th August 1927, at 11 a.m. 


r 


(1) The Hon’ble Sir Basil Blackett, K.C.B., KCSI, Chairman. 

(2) Mr H 6 Cocke 

(3) Maulvi Abdul Matin Chowdhury 

(4) Mr B Das 

(5) Mr A Rangaswami Iyengar. I Members. 

(6) Mr N M Joshi 

(7) Mr G Sarvotham Rao 

(8) Mr K. C Neogy 

(9) Sir Frederic Gauntlett, Auditor General 

(10) Mr C W C Carson, Controller of Civil **} 

Accounts 


(11) Mr G Kaula, Accountant 
Central Revenues 


General, 


(12) Mr T K Rajagopalan, Officer on Special 
Duty 


Weie also present. 


(13) Mr D C Campbell, Director 
mercial Audit 


of Com- 


Witnesses 


Mr J D V Hodge, Deputy Secretaiy, Homo 

Department ^ 

Mr A G Clow, Deputy Secretary, Depart- f 
ment of Industries and Labour J 

790 Chairman — We will begin with Grant No 31-Home Department — > 
page 155 What was the reason for the excess vote in this case ? 

Mr. Hodge — The leave of one of the Honourable Members of Council, 
Sir Muhammad Habibullah, who took leave in India 


Mr Rangaswami Iyengar — Even then, I think, Sir, Mr. Hodge has 
got to explain why it was not covered by supplementary estimates sanc- 
tioned by the Finance Department. 


Mr. Cocke — When did the Honourable Member go on leave ? 

Mr Hodge . — He took three months’ leave m the course of the year. 
I have not got the exact date 

Chairman — He went on leave from the end of August to the end of 
December I suggest, Mr Hodge, if you can’t give us these facts, you 
might get them for us There is an excess of Rs 11,500 on the non-voted 
pay head which was not covered by special sanction m spite of the fact 
that you did actually for some reason obtain a supplementary grant of 
Rs 6,600, seeing that there would be an excess on this particular sub-head. 
You might perhaps be able to give us a note on that afterwards. 

H164Fin 
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791 But now we come to what is still more important from our point 
of view — there is an excess of Rs 19,539 under tour expenses which we 
have to recommend to the Assembly for the purposes of excess vote. Can 
you explain first of all, why the expenditure was m excess of the provision 
and secondly why no supplementary grant was obtained ? 

Mr Hodge — In the first place one of the reasons for the excess will 
be the haulage of the saloons used by the Honourable Members m going 
on leave. That comes under the head “ tour expenses ” 

Chairman — Is that unusual ? 

Mr. Hodge — Two Honourable Members went on leave 

Sir F Gauntlett — Might I remark, Sir, that this trouble has arisen 
"under this head both m regard to the Council and the Viceroy every year 
for the last three years The tiouble is that theie has always been an 
excess and it has always been explained bjr the debit coming m after the 
close of the year It rather looks as if no estimate is foimed of what each , 
particular journey is going to cost 

Mi Hodge — The figure of Rs 60,000 was simply taken on the average 
•of the previous years 

792 Chan man — I suppose it is a fact that Members do not tom with 
reference to the amount of the tour grant but with reference to what they 
think is desirable for touring purposes 

Mi Hodge — That is so, and we base oiu estimates on previous 
averages 

Mi Rangaswaim Iyengai — You mean to say every average has been 
exceeded for the past three or four years 

Sn F Gauntlett . — Every yeai undei this head, both for the Viceroy 
and for the Council, there has been an excess 

Mr Rangaswami Iyengai — Can you frame an average which cannot 
be exceeded m this way ’ 

Sn F Gauntlett — I think one might say that it is impossible to frame 
a very accurate estimate but it ought not to be impossible to form some 
idea during the eouise of the year what each particular tour is going to 
cost 

Chairman — What happens is that tours are ananged during the 
course of the year with reference to requirements For instance, I had to 
go down to Calcutta and Bombay m connection with the Reserve Bank 
Bill this year, quite irrespective of any provision m the tour grants, without 
asking what effect it would have on the tour grant and I think quite 
rightly And I don’t think one ought to take this into account 

Mi Neogy — But we could expect a supplementary grant to be brought 
m during the autumn session ? 

Chairman — Quite It would be undesirable to lay down any strict 
rules that the tours of Honourable Members ought to be arranged care- 
fully with reference to the provision m the budget The money ought to 
be arranged with reference to the tour An excess over the provision merely 
snows that there was an underestimate I see that m the following year 
in respect of this expenditure we still provide Rs 80,000 for tour expenses 
It may be that we could improve on the estimating That is the first point. 

The second question is why was there no supplementary demand f 
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Mr Hodge — Well, Sir, we get monthly statements of expenditure 
under this head from the Accountant General and for this year the state- 
ment of expenditure up to the end of February which we got m April 
showed that the expenditure under these heads of salaries and tour 
expenditure was well within the sanctioned grant , we got a statement up 
to the end of March towards the end of May and then we found out that 
these demands had been exceeded 

Mr Bangaswami Iyengar — You mean to say that this tour took place 
between February and March I think this brings up the whole question 
of large debits being adjusted at the last minute 

Mr Hodge — What happened m this case, was that the figures up to 
the end of February showed that expenditure under each of the two heads 
undei salaries and tour expenses was well within the sanctioned grant but 
the statement that we got later disclosed the fact for the first time that 
those figures were exceeded 

Chan man — That is to say, the statement of expenditure covering the 
period of March only that you received m Apul or May must have amounted 
to more than Rs 22,000 Of course, obviously it relates not to the actual 
expenditure incurred m Mai eh but to the expenditure mcuired m the 
previous month 

Mi Bangaswami Iyengar — I fancied Honourable Members did not 
do much touring m February 

Chairman. — This Bill which came m May was obviously m respect of 
Hie December- January touring at latest 

Mi Bajagopalan — The same problem has arisen m connection with 
His Excellency the Viceroy’s tour grant and we aie just now making 
arrangements for getting quarterly statements of all journeys and getting 
them valued so as to take them undei the liabilities 

Chairman — The quarterly statements won’t help you much 

Mr Bajagopalan — Yes, Sir, the last quarterly statement would come 
m m December and we could apply for a supplementary grant The 
Military Secretary has kindly agreed to give us a quarterly statement of 
His Excellency’s tours 

793 Chairman. — You are, m reference to the Viceroy, getting the tour 
programme quarterly m advance and trying to value the journey m 
advance * Do you do anything of that sort for Members and Secretaries ? 

Mr. Hodge — Well, we have a system of watching but not necessarily of 
quarterly returns They are rare m the first part of the year but towards 
the end of the year they become more frequent. I remember last cold 
weather fixing when these returns should come to us 

Chairman — Would it involve a great deal of trouble if you took 
something like a rough valuation of the cost of these tours 

Mr. Hodge — We will try, Sir 

Mr. Cocke — I don’t think it has been explained as to why this 
particular figure was exceeded. 
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Chm man.— As regards this year -which -we are dealing with now, you 
say you didn’t get these final figures till the end of May Was that before 
you had instituted this system of closer control ? 

Mi Eodge — I thml?: it was, Sir 

Chairman —And do you know why the figures came m so late ? 

Mi. Kaula— The Accountant General gets the debits from the railways 
for the tours of Honourable Members all over India and the distant rail- 
ways’ accounts take a long time to reach the Accountant General. This is 
bound to be the case so long as this credit system obtains 

Mr Cocke —Why not get the Honourable Members to pay cash « 

Chan man — As a matter of fact, I always do 

Mi Kaula — Now that we have a pay and accounts office, the railway 
people could send it to the Pay and Accounts Officer and he could pay by 
cheque to the railway people. 

Mr Bajagopalan — It is easily done so far as the Pay and Accounts 
Officer is concerned, but I am not sure about the railways 

Mr Bang asw ami Iyengar — Is it because the railway people delay 
sending m their bills ? 

Mr Kaula — Each railway m India has to send an account. The 
accounts have to pass through other accounts officeis That is one of the, 
reasons for the delay 

Chan man — Also, it is not entirely a simple calculation The railway 
people have got to work out the bill according to mileage, and to recover 
the haulage and so on and any extra fares that may be paid for persous 
taken inside It is not entirely a simple bill 

Mi Neogy — And more than one railway may be concerned m a single 
tour, and it takes a long time for them to calculate their charges 

Chan man — I imagine we shall get more out of trying to get the 
estimate m advance than trying to get the account m m good time Even 
if the account is rendered m good time towards the end of March, it won’t 
nelp 

Sir F Gauntlett. — The whole question is that the preparation of this 
bill is treated as a matter of routine The preparation is taken up during 
the course of the month after that m which the tour has been made It is 
then put mto the exchange account, which reaches the account office some 
time after the end of that month That exchange account goes to another 
office through which it has to pass and eventually m the second or third 
month it trickles into the office of the Accountant General of Eevenues 

Chan man — I doubt if it is important enough to upset that machinery 
m order to meet it, if we can meet it, by the system of estimating in advance. 
Ho you think it is going to be reasonably simple to make each calculation 

794 Mr Bangaswami Iyengai — You were saying we should not go 
into the question of fixing any limit or trying to control the Honourable 
Member’s action Without trying to control it very much, would it not 
be best to see whether we might not well have some kind of m aximum with 
regard to these tours and if there are savings, so much the better 

Chairman — That means over-estimating. , . t 
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Mi. Rangaswami Iycngai . — It would probably be an under-estimate 
because once it comes under our control we shall know what to do 

Chau man — Yes, but then we shall have to restore it 

Mr Rangaswami Iycngai . — No, Sir, but this excess grant has to be 
disallowed on account of tour expenses because unless we clearly explain 
what the position is to the Assembly we will find ourselves m trouble 
there. 

Chau man — Yes, we shall find your support useful 

I think we have got the explanation fairly fully I will try and sum 
it up because we have got to get this down eventually 

Mi. Rangaswami Iycngai — I should want particulais more fully so 
that the House may not be m doubt I would like to say that leally the 
trouble was due to the railways 

Chairman — We vail set out the whole case at considerable length 

Mr Rangaswami Iycngai — We are now only guessing 

795. Chau man — I think it is moie than guessing The bills coming 
m late from the lailways are facts and not guesses The position is tins 
as regards tour expenses First of all, the figure is an estimate based on 
past actuals which aie necessarily very little guide to what may happen 
m any particular year Secondly, w e do not think that it is desirable that 
the tours should be arranged strictly with leference to provision , lather 
the provision ought to be arranged with leference to the tours as a matter 
of principle. So that theie is no inherent evil m exceeding an estimate 
except that you want to try and avoid excess vote As regards the actual 
excess it was not foiescen by the Home Depaitment who were quite reason- 
ably misled by the fact that then bills up to the end of Febiuaiy did not 
show any signs of excess The Bill m May showed a large excess and on 
exploring the reasons they found that it takes many months for bills to 
trickle through from the railways to the Accountant General In older to 
avoid such an excess vote m the future we are mfoimed that arrangements 
can be made and will be made to evaluate the piobable cost of the tour m 
ad\ ance m good time so as to enable a supplementary estimate to be pre- 
sented 

Mi Code — There is one point that oecuis to me The Home Depart- 
ment knew T perfectly well that these things were coming m three 01 four 
months’ time Some estimate might have been made 

Chairman — May I add that this relates to 1925-26 before the arrange- 
ments for w T atchmg expenditure w r ere as complete as they are now 

Mr. Kaula — And further that there is a Pay and Accounts officer now 
who wall help them to watch 

Su F. Gauntlet! — I think there is one point that Mr Rangaswami 
is suggesting throughout and that is the budget estimate ought to be pre- 
pared with some reference to the probable tours during the following 
years 

Chau man — It is practically impossible to prepare the estimate with 
leference to piobable tours 

Rir F Gauntleit. — That I think is Mr Rangaswami ’s point 

Chairman — I don’t think that any Member has any reasonable idea 
of what sort of touring he is going to do 
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,796 Mr Rangaswann Iyengar — Do you mean, to say that the Assembly 
should be absolutely powerless in regard to any amount of touring that 
Honourable Members should undertake * Suppose you undertake three 
times the tour that you did m the previous years, do you think that the 
Assembly should be acquiescent 

Mi Neogy — I don’t see how the power is taken away from the 
Assembly so long as we can criticise the excess 

Mr Rangaswann Iyengar — The tiouble is if it is an excess vote/tlie 
expenses have been mcuned 

Mr Neogy — But we are not bound to sanction any excess vote 

Mi Rangaswann Iyengar — Still, the money has been spent 

Chairman — If it comes as a supplemental y vote you aie quite reason- 
ably entitled to ask what is the extra touring which took place 

Mr Rangaswann Iyengai — That is why I think that m all cases you 
must make an estimate and give a reason for the extia touring 

Chairman — An estimate may be based on past actuals but this touring 
cannot be foreseen m advance The supplementary grant can be reasonably 
explained and the Assembly will probably not feel any particular difficulty 
m sanctioning it But it ought not to come as an excess I think this 
is all on the Executive Council I take it that the Committee will recom- 
mend this excess vote We might have a statement of the reasons why 
there was an extra amount of tounng this year I don’t think your 
explanation that two Members went on leave can have much significance 
because the fact certainly of my going on leave -was that I did less touring 
m a sense 

Mr Hodge — Two other Membeis took their places and they had to be 
brought and they may have done some touring The Members are named 
as Mian Fazli Husain and Mr Ley 

Chan man — To explain the excesses it will probably be necessary to 
get the whole of the tour list and compare it with the pievious year 

797 Mi Joshi — I want to know about the appointment of the special 
officei, how it was urgent and why it could not be foreseen 

Mi Hodge — Well. Sir, the special officer m question was Sir Frederick 
Whyte 

Mi J osln — What was the nature of the special duty ? 

Mi Hodge — He was put on special duty to prepare a note on Federal 
Constitutions, I think The decision was taken, I should say, m August 
about the tune that his successor was appointed 

Mi J osln — But could not a supplementary vote be taken ? 

Chairman — It was made up out of the savings within the vote by re- 
appropnation The condition of the giant was that it should be made out 
of the saving within the vote 

Mr Neogy — What was the amount paid to him for this special duty 9 

Chan man — About two months’ pay, I think An amount aggregating 
Ivs 9,000 was sanctioned by the Finance Department 



Mr Neogy. — I suppose the Home Department is satisfied that they 
have got the proper value for the money ? 

Mr. Hodge — It is a matter of opinion 

Chairman — We got what we paid for, a book on Federal Constitutions 
and that is available to the public 

Mr. Neogy — Was that the result of the special duty ? 

Chairman — Yes 

Page 155. 

798 Mi Neogy — There is an excess under the Staff Selection Board 
and the explanation is that the necessity could not be foreseen that they 
would have to hold an examination for the recruitment of candidates for 
the Gover nm ent of India offices I want to know how many people were, 
actually leciuited as a result of that examination - 

Mi Hodge — I will have to find out 

Mr Neogy — The amount is rather heavy 

Mi Hodge — We took it to the Standing Finance Committee 

Mi Neogy — I want to know what is the cost of recruitment per 
head 9 

Chan man — Mr Hodge will get us this information, the numbei of 
candidates and the number actually recruited 

Sir F Gauntlett — Is it not the case that the Staff Selection Board had 
to icmain m operation until the Public Service Commission began to 
function ? 

Chan man. — The Public Service Commission came m much later than 
was originally anticipated m the budget 

799 Mi. Joshi — C — Bureau of Public Information — there is a saving 
T think that saving ought to have been foreseen 

Mi Hodge — To start with, the Director went on leave or rather on 
deputation An assistant officiated for him and got a lower rate of pay 
No assistant was appointed m his place, but an officer on special duty on 
Rs 450 a month That meant a considerable saving of Rs 8,000 and odd 
There was also a saving undei pay of establishment The full provision for 
leave salaiy was not utilised The permanent stenogiapher went to another 
office and a man on cheapei pay was employed m his place, and as assistant 
resigned and m each case the new man drew lower pay and m that way 
Rs 2,500 was saved on expenditure A third source of saving was on con- 
veyance allowance, that is conveyance allowance between Raisma and Old 
Delhi, and as some of the men lived m Old Delhi it was not necessary. 
There was also a saving of about Rs 1,000 on supplies and services Then 
there was a saving of over Rs 7,000 m purchase of publications from Local 
Governments As a matter of fact, a very large provision was made for 
this amount provisionally because it was a new arrangement and it was 
not known at the time what the Local Governments were going to charge for 
those publications The Government of India themselves cut down the 
provision by a considerable sum of Rs 8,000 but even so the full am ount 
was not necessary But let me emphasise that we were budgeting for a 
new charge and we had no means at the time of saying what it was going 
to come to. 
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Chairman — The only one which could be foreseen at the time the bud- 
get was prepared was the question of publications, but that was a charge 
of which they were not m possession of data necessary to make an accurate 
estimate 

800 Mr Joshi. — Was the Director given latitude to purchase such pub- 
lications as he wanted 

Mr Hodge — These publications had always been taken m by him, but 
the system of payment was introduced for the first time 

801 Mr. Neogy — All the provincial publications are taken m or are 
they selected 9 

Mr Hodge — I do not say all, but a large number were taken m I 
cannot give you a definite answer, but I can say by far a greater number 
of them 

Chan man — I suppose the position is that all publications on certain 
subjects are necessarily taken m 

Mr Hodge — Yes I think by far the greater number of provincial 
reports — I think it is probably a safe guess to say, all of them. 

Clian man — It would be an exceptional report on a particular subject 
probably that would not be taken m ? 

Mr Hodge. — Yes 

802 Mr Neogy — Do the different depaitments of the Government of 
India get the reports of the various piovmcial Governments m the depart- 
ments corresponding to theirs ? 

Mr. Hodge — We do m the Home Department, as foi instance, jails 
and police 

Mr Neogy — Are you charged foi that by the Provincial Govern- 
ments 9 

Mr. Hodge — I expect so I cannot sav offhand There is a general 
system of payment 

Mi Neogy. — Newly introduced ? 

Mi Hodge — Introduced about the time of the accounts that we aie 
now considering 

803 Mr Joshi — Do the Government of India charge the provincial 
Governments for the repoits which they send to them 0 

Mr Hodge — I do not know 

Chairman. — I think they do now We are trying to get our relations 
commercialised 

Sir F Gauntlett — In respect of reserved subjects over which the Gov- 
ernment of India still has powers of superintendence, direction and control 
it is a question whether a provincial Government is entitled to charge for 
documents which it is bound to send 

Chairman. — I gather that they do not charge m regard to reserved 
subjects 

Mr Neogy — Why should you make a difference m the case of this 
particular branch of your department, the Bureau of Public Informa- 
tion ? 
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Mr Hodge — These people whose only work is public information 
exercise no superintendence or control 

Mr Neogy — They are very much m the same position as an outsider 

Mi . Hodge — They are a subordinate or attached office 

Mi Neogy — So far as the piovmeial Governments are concerned, they 
are like an outsider ? 

Mr Hodge — Yes 

804 Mr, Joslu — I want to know why the cieation of a new indexing 
section could not be foreseen 

Mr. Hodge — It was a matter of considerable urgency and we coveied 
the expenditure by re-appropriation I think probably the view taken at 
the time was the sooner we introduced it the better It was an ui- 
gently needed reform 

805 Mr Bangaswamy Iyengar — Could you not have foreseen it ? 
When did you discover it, after or before the budget ? 

Mr Hodge. — I cannot tell you offhand We did not foresee it 
Whether we could not have foreseen that — I do not know 

Chairman — Mr Hodge would not dispute the general principle 
whether money is voted or non- voted it is desirable not m any way to incur 
new expenditure, except when very urgently needed, m the course of the 
year ? 

Mi Hodge — Yes 

806 Mr. J oslu — W as the sanction of the Standing Finance Committee 
obtained for this expenditure ? 

Chairman — No It is non-voted 

807 Mi. Neogy — D 5 — Secret Service contingencies Do I take it 
that the whole of the amount is not subject to audit ? 

Mr Hodge. — As a matter of fact, we are drawing up special rules I 
think the Auditor General knows the position more thoroughly than I do 
because I have not dealt with the file 

Mi Neogy — Does the audit draw distinction between secret expendi- 
ture under the Political Head and under the Home Department, because 
the Auditor General said yesterday that so far as the Political department 
expenditure is concerned the secret service expenditure is subject to audit 

Sir F Gauntlett . — It was the success m Peshawar which led me to 
take up the general question and to attempt to get the other departments 
to accept a scheme somewhat similar to that which had been introduced in 
Peshawar 

Mr. Neogy — And you have not yet succeeded with the Home Depart- 
ment, I take it ? 

Sir F Gauntlett — No 

Chairman — The matter is under reference with the India Office for 
further information at the moment 

808 Mr Neogy — I find that these expenses are described under 
various terms Here it is called secret service contingencies In some/ 
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other place it is described as secret expenditure and m some other place 
again it is called secret expenses and there is a fourth name given, secret ' 
service fund Does this difference m nomenclature indicate any difference 
m the kind of charges or is it all of the same character by ■whichever name 
you call it 

Chaw man — The word secret is common to all and that is probably the 
most important word I imagine it will be peifeetly possible to introduce 
a single term, secret service, for them all I think they differ m kind-- 
these vanous payments, but the essence of them all is that thej’- are secret 
seivice 

809 Mu Bangaswamy Iyengai — Is it possible foi the Finance De- 
partment generally to say what the total of the seciet service expenses 
comes to 9 

Mi Neogy — In India as also m England 

Chaw man — Befoie we can do that, one has to leach a definition of 
uliat is a secret service and the whole question is undei consideration 

Sw F. Ganmtlett — Perhaps Mr Kaula may answer another question 
whether any expenditure which is not subjected to audit is exhibited sepa 
rately m these accounts 

Mr Kaula — Wherever possible, we have tried to distinguish between 
audited and unaudited sei vices It will be noticed here it is said “ un- 
audited ” which means that the expenditure is not subject to audit 

Chaw man — You do get a certificate 9 

Mr Kaula — We get a certificate only that so much has been spent 
under this giant The certificate is not m any prescribed form yet 

810 Mi Bangaswamy Iycngai — May I know whether the certificate 
is meiely that the expenditure has bepn mcuned or that m youi * opinion 
it has been properly mcuired 9 

Mi Hodge — I do not know wliat the form of certificate is 

Chaw man — As a matter of fact, the whole question of secret services 
is a single question and we have the position that it is under reference 
and we are going to have a full statement on the subject next year 

831 Mi Neogy — Supposing the Home Depaitment comes up to the 
Finance Department for sanction of any particulai expenditure m the 
ordinary way and supposing that sanction is refused, is it open to the Home 
Depaitment m the existing circumstances to undertake that very expen- 
dituie and chaige it to the seciet service fund ? 

Mi Hodge — It is highly impioper 

Chairman — I think that under the Rules of Business the Secretary 
m the Home Depaitment would certainly regai d it necessary to obtain the 
sanction of the Government of India before incurring expenditure which 
the Finance Department had refused toi accept m any form The case 
would not arise 

Mi Neogy — But there is nothing to prevent such a thing happening 9 

Mr Hodge — It is unthinkable 

Mi Neogy —There is nothing to prevent it theoretically 9 

Mr Hodge — If the Finance Department is concerned, no department 
incurs expenditure without their concurrence, and still more, if their con- 
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currence has been withheld, it is inconceivable that any department should 
make any expenditure m such circumstances. 

t 

Mi Bangaswami Iyengar — It is a possibility m present circum- 
stances ? 

Chaw man — I do not think that the question is put m the right form, 
Mr Neogy, -'because it has no reference to the question whether it is audited 
or not, 01 the land of certificate Mr Rangaswami Iyengai says it is a 
theoretical possibility m the case of secret service If the essence of a 
secret service airangement is that some responsible officei is entiusted 
with the duty of ceitifymg in some foim or other that this was necessary 
expenditure I suppose m theory you cannot ultimately get away fiom the 
possibility, the theoretical possibility if you have any seciet seivice money 
at all , m practice it is unthinkable 

Mi Neogy — Who operates on this fund at the piesent moment 9 

Mr Hodge — The Director of Intelligence Buieau 

Mr Neogy — And is any subordinate officer allowed to operate on it ? 

812 Mi Jodn — May I ask whethei the Finance Department approves - 
of this secret seivice money ? 

Chan man — The Finance Depaitment approves of the total giant and 
it is not concerned with individual eases 

Mr. Jotfn — And if it has to be mcieased, can it be mcieased by re- 
apprcpnation ? 

Chairman. — Only with the approval of the Finance Department 

Si) F Gaum left — I think the answer is that as the general rules 
governing re-apropnation do not mention secret seivice at all, the niles 
pertaining to re-appropriation to oi from secret service expenditure are 
exactly the same as the rules pertaining to le-appiopnation to oi fiom any 
other head 

Clian man — I think we shall leally deal with the subject better next 
year when we have go + the full statement 

813 Mr Neogy — I want to ask something under G- Whv is this 
shown under Home ? Why was this journey undeitaken 9 

Sn F. Gauntlcit —That comes under grant 70, page 335 

Mr Hodge. — They are entitled to a fiee compaitment and accommoda- 
tion for servants when travelling m India 

Mr Neogy. — If they aie on duty ? 

Mr Hodge. — They would not be if they were not Returning from 
duty or on leave I think they are entitled to it 

Mr Kaula — This paiticular item was sanctioned by the Secretary of 
State 

' Gi ant 41 

814 Chairman — There is an excess of Rs 108 

Mi Hodge — I have no explanation to give 

Chairman — Is this the Advocate General, Bengal ? 

Mr Hodge — We pay them an annual contribution of Rs 46,000 in- 
clusive of fees for counsel and contingent expenses which roughly amount 
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to Rs 8,000 a year on account of work done by their law officers for the 
centra] departments This arrangement terminated on the 31st March 
1926 

Mi Neogy — Only Bengal 9 

Mr Hodge . — Only Bengal because I suppose the Advocate General is 
our law officer as well as the Local Government’s 

Mr Neogy. — Does he continue m that position even now ? 

Mr Hodge — I think so 

Mr. Ifangaswarm Iyengar. — You are ref ei ring to the termination of 
the ananaement m 1926 What is the present arrangement ? 

M v Hodge — I do not know I do not deal with that subject 

Chairman — We must have some explanation of the excess, because 
that has to be recommended to the Assembly and voted An excess vote is 
a thing which we always enquire into and the departments should know m 
advance that they will be asked to explain the excess We will come back 
to that when we have got the information 

Grant No. 42. 

815 Mr J osln - -NTk.y is Baroda Cantonment Police only mentioned ? 

Mr. Hodge. — I cannot tell you 

Chairman — There is an excess grant here too Have you any explana- 
tion for the excess grant ? 

Mr Hodge — Taking it one by one, we had an excess grant of Rs 2,481 
from the Finance Department to cover the excess m the case of Bombay 
In the case of Bengal we had a similar grant of Rs 8,000 In the case 
of the United Provinces there was a considerable saving 

816 Chairmen — There was a supplementary vote by the Assembly m 
1926, the leason foi the excess sum we lequired being that the Finance 
Department came to an agieement with the piovmces m the course of this 
year as regards the charge for special guards m places where there was 
tieasure We presented a supplementary estimate and that was sufficient 
to cover the additional sums required, if you treated the sum that was 
appropriated out of the leserve of the Finance Department as doing away 
with the necessity of a supplementary vote The excess was due to an 
agreement arrived at during the course of the year by the Finance De- 
paitment on this scheme of the provinces for special payments for these 
special services That went to the Standing Finance Committee and was 
voted by the Assembly, but it was assumed that a grant fiom the reserve 
need not be taken into account 

Grant No 60 

817 Chairman — This excess is also due to the same general reason as 
regards grant ou+ of the reserve of the Finance Department 

Grant No 75 

838 Mr JoCn. — A -1 — There is an excess due to entertainment of 
extra establishment (page 395) J want to know whether this excess could 
not be foie^een 

Mr Hodge. — I have no information on the point that I can give you 
at the moment I can secure it from the Chief Commissioner. 

( 
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819 Chairman — It is really difficult to know all the details about a 
thing which happened two years ago We lecogmze the difficulties, and 
w e do not intend by our remarks any reflection on your knowledge 
But ‘I think the simplest way is to have a member of the Depaitment pre- 
sent when we aie going thiough these things 

Mr Hodge —We have taken a lot of trouble m getting ready ants, all 
these notes have been collected m the office and prepared but my experience 
of the last two or thiee years is that what is asked is always something that 
is not foreseen 

Mu h'angasu'arm Iyengar — Would it not be possible to follow the pro* 
cedure which was adopted with regard to the North-West Frontier Pro- 
vince and have an officer of the Delhi Administration here ? 

Mi Hodge. — All this is ancient history and he will have to look up the 
point 

Mi . Hangaswarm Iyengar — Our difficulty is that when we go through 
a case where theie has been extra expenditure we should want to be satis- 
fied m each ease why it was incurred 

Mr Hodge — We should be prepared to work as urgently and as much 
as can be , but it is very difficult to do so under these circumstances 

Mr. Joshi — When Departments receive the Appiopnation Keport and 
these notes and comments of the Accountant General, do they generally 
make a repoit to the Government of India on all these remarks ? 

Mr Hodge — Speaking of my own Department, we take them one by 
one, missing out what is considered negligible We do our best to get 
ready I have been telegraphing round to Delhi and to the Andamans and 
trying to collect information, and that is summed up m these notes but it is 
not really satisfactory 

820 Chairman — It is quite impossible to concentrate on questions 
likely to come along I have mentioned to Mr Hodge that an excess vote, 
however small, is a thing which has got to be asked about My colleagues 
will recognize that we are not m any way blaming Mr. Hodge, and we 
might consider as a result of our experience this year whether it would 
not be a very good thing that we should discuss a little amongst ourselves as 
to what is the best procedure But at present when Mr Hodge c ann ot 
give the answer, if any member wishes to press it, what Mr Hodge could 
I think do is to take a note of this and bring us this information as we will 
have him before us again. 

Sir F Gauntlett — I might mention that is very common m England 
Of course they sit once a week and there it is really mueh easier. They do 
discuss points somewhat amongst themselves — I do not know the extent 

but I am only quoting now from the actual record in the presence 

of the Treasury Officer and the Auditor General what sort of general points 
they are going to take, but when they come to the detailed estimates, they 
go through them sub-head by sub-head But of course there is also this 
further difficulty that the departmental officer is probably 20 years m the 
Department at home, and it is a different system 

Mi J osln — May I ask the Accountant General when making this report 
to inquire into the urgency of these cases and also why the matter was not 
foreseen ? 
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Chairman — This is a matter for the Finance Department and the 
Department concerned. 

Sir j F Gauntlett, — Might we not put to the witness, Sir, that the pom- 
mittee does apparently view with jealousy any new charge incurred, 
especially when it leads to an excess under a head, not merely the grant 

Chairman — I think we might say an item which was not foreseen at 
the time is prime facie one on which questions are likely to be asked He 
will fin d out the facts as to what happened in that ease. 

821. Chairman — (Z>) (1) and (2) what about the excess 9 

Mr Bajagopalan — The Treasury Officer stocks opium He used to pay 
for it m arrears Now he has to pay on stocks as he receives them It is 
due to the commercialization of the opium accounts 

822 Chairman — P 397 any special explanation on ( g ) ? 

Mi Hodge — There has been a steady increase m these charges which 
are based on average for the last two or three years before this The 
difference between the yeai under considei ation and the previous year was 
no less than Bs 15,245 This is due to an increase m the number of wit- 
nesses examined, an increase in the numbei of cases committed to the 
sessions and an increase in the number of witnesses summoned from long 
distances The same increase for the previous yeai falsified the provision 
which was made on averages, — and of course the mattei is not m the hands 
of the Local Government, it depends on the prerogative of the Grown and 
the orders of the Lahore High Court 

823 Clian man — Account No 5, page 398 (d) — Kailway Police 

Mr Neogy — There is a note which says that the contribution from 
the railways could not be realized because these two railways had been 
taken over by the State How is that 9 Was the matter taken up with the 
Bailway Department 9 

Chairman — This is the general case of watch and ward There was 
an arrangement under the old railway contracts with these Bailway Com- 
panies for division of the chaiges for police into Watch and Ward and 
Crime and Older In the contracts drawn up they were liable to pay 7|10 
or some such figure Then the matter was revised and the division between 
Watch and Waid and Crime and, Order was altered and the amount that 
was actually payable by the railways for the watch and ward portion was 
less than the sum they were liable to pay under their contract so that 
there was an extra payment which was credited to Local Governments m 
those cases, Delhi being qfie of the Local Goternments When the Bailways 
"Were taken over by the" State they became liable to pay on the watch and 
ward portion and no more, so that the extra payment ceased to be received 
-and had to be met by the Local Government Everyone of the Local 
Governments protested against the withdrawal of what was really a casual 
receipt 

Mr Bangaswami Iyengar — Are there not separate arrangements for 
watch and ward m some of the railways 9 

Mi Hodge — I have never heard of such a thing 

824 Mi Josln — Page 402, head ( d ) (1) why was no budget provi- 
sion made 9 
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Mr Hodge — I am afraid I‘ cannot answer for agriculture 

825 Chairman — Mr. Joshi, this is one of those ‘ Chief Commissioner ’ 
cases where a little more latitude is required We will note to ask the 
Department of Agriculture If under the head of Delhi a sum is required 
for veterinary charges or payment to a local body for the management of a 
garden, does that become an Education, Health and Lands question from 
the pomt of view of the Government of India 9 

Mr. Hodge — I have never seen such cases m my Department 

Mr Bajagopalan — I think the Chief Commissioner addresses the 
Department concerned 

Mr Hodge — We do not see such cases m the Home Department 

Mi Bangaswami Iyengar — Would it not be better as m the case of 
the Frontier Province to have somebody from the Chief Commissioner’s 
office up to simplify the position of Mr Hodge 9 

Chan man — It would be very desirable, if it can be arranged m future 
years, that an officer should come and assist you about the Delhi expenditure 
as a whole 

Mr Cocke — If this expenditure is all under the Home Department but 
actually dealt with m detail by various Departments, who watches the 
expenditure 9 { / 

Mr. Hodge — I do not think we watch it as a whole, we watch what we 
1 are concerned with 

Mr Bajagopalan — The Chief Commissioner administers the whole 
grant , he has got powers of reappropriation Supposing there is an 
excess, the Chief Commissioner is the officer you would hold responsible 
He is under the Home Department generally, but if for instance he wants 
to increase the pay of the Surgeon, he goes to another Department 

Chairman — Under the arrangements that were made for closely watch- 
ing the progress of expenditure, who is the officer for closely watching the 
progress of expenditure 9 

Mi Bajagopalan — The Pay and Accounts Officer for the Delhi 
Administration and he advises the Chief Commissioner month after month 
and not the Home Department 

Chairman — Of course as a Committee we have to lely m the first 
instance on one or other of the Departments of the Government of India, 
and the Home Department is the Department that is responsible for this 
vote m the Assembly. 

Mr Kaula — Under the instructions that I have received, I look to the 
Home Department to control the whole of the expenditure. 

Chairman — That is the position we have to insist on It is the Home 
Department of the .Government of India to whom we look primarily for 
control of the whole of the expenditure under any given vote 

Mr Cocke — Should not this statement come to the Home Department 
also 9 

Chairman — I doubt very much if we get any monthly statement of 
expenditure on education, for instance 
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Sir F Gauntlett —In other words, if there was an excess under this 
grant, it is the Home Department that will have to defend it m the 
Assembly 

826. Mr. Neogif. — Is this practice m respect of Delhi m these matters 
different m any way from the practice m regard to the North-West Frontier 
Province ? 

Chan man — It is not m essence but m effect it is, because for a part 
of the year at any rate the Departments of the Government of India are on 
the spot and the Chief Commissioner gets direct access to the Education 
Member or Secretary, whereas m the case of Baluchistan and the North- 
West Frontier Province the Foreign Department almost jealously guards 
the gate of entry 

Sir F Gauntlett — In practice, don’t the Foreign Department say that 
all correspondence should be through them ? 

Chairman. — Might it not be advantageous from the Public Accounts 
point of view if for instance all correspondence regarding Delhi came 
through the Home Department ? 

Mr Neogy — And if for instance the Educational Commissioner were 
to be addressed by the Chief Commissioner, would he be addressed through 
the Home Department 5 

Chan man — He would be addressed m his capacity as Educational 
Commissioner for Delhi, but I think we might suggest that the Government 
should consider whether as we believe is the fact m the case of the North- 
West Fiontiei Province and Baluchistan, all correspondence relating to 
expenditure m Delhi should be concentrated m one Department 

Mr Cocke — And that the Home Department will have this pi ogress 
report watched m future ? 

Mr Hodge. — I will consider the question 

Chairman — You cannot tell us definitely whether you do that at 
present ? 

Mr Hodge. — I am quite sure we do not keep any watch on education. 

Cham man . — If that is your definite evidence, then clearly I think we 
should have to make such a recommendation, if you will confirm what yon 
have said 

Andamans and Nicobat Islands Page 77. 

Mr. Hodge . — W ell, Sir, I am sorry to say there is the same difficulty 
with me about forests 

827 Mr. Josln — Was this grant-m-aid for a hospital (page 414) for a 
private hospital ? 

Mr Hodge — It is certainly a Government hospital. 

Mr Joshi — What do you mean by a grant-m-aid ? 

Chairman — Sir Frederic, is there a convention as regards the use 
of the word ‘ grant-m-aid M * 

Sir F. Gauntlett — Where there is a head Medical, I cannot understand 
whv expenditure on a giant-m!-aid to a hospital should not appear under 
Medical rather than under any other head That is my diffi culty 

Chmrman — I think we might ask the Accountant General to look into 
this question both m this particular case and also m general 
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Chairman. — Going back to the' question of Delhi, I see that the Chief 
Commissioner is definitely one of the authorities responsible for controlling 
expenditure He m this statement is the authority responsible for the 
progress of expenditure The same of course is the position m 
Baluchistan, it is the Chief Commissioner and not the Foreign Depart- 
ment 

Chan man — (d) (4) Marine supply 

Mr Hodge — The saving was due to the purchase of coal Under 
(/) (2), I think we are spending rather more now 

828 Mi. Neogy — What is the large saving under (h) due to 5 

Mr. Hodge — It is due to a new contract on fresh terms The terms 
were pieviously expressed m sterling which woiked out at a consideiably 
higher rate than our new contract which was made m September 1925 

Chan man — The whole question was frequently and at length before 
the Standing Finance Committee 

829 Mr Joshi — There is the Marine Department What is the 
business of this Marine Department 

Mr Hodge — Looking after the poit , ships are going to and fro 
We have launches theie and there are several launches belonging to the 
Government m the Islands 

830 Mi Cocke — The works were rendered possible due to savings 
under H 2 

Mu Hodge — Yes Money was found by re-appropriation 

Chav man — In addition to that theie was a definite undertaking given 
by the Chief Commissioner to the effect that savings would be effected to 
the best of his ability under othei heads during that yeai 

Page 419 — Account TV 

s 831 M> B Das — Theie is a voted expenditure of Rs 2,023 

Chairman. — We " find this heading m nearly all the Local Administra- 
tion Accounts and we got an explanation from the Central Board of 
Revenue 

Sir F Gauntlett — It may be that it was only recently taken on the 
expenditure side of the account In any case, it is a little difficult to esti- 
jmate when the amount is so small Refund is always very difficult to 
estimate, and if it is a very small amount, as m the Andamans, it might 
get overlooked m the preparation of the estimate 

Sir F. Gauntlett — One ought to estimate that every year there will be 
some amount of refund Mr Lloyd did explain how extremely difficult 
it was to know how much revenue was going to be lefunded 

Chairman — I think we can leave it at that 

832 Mr Neogy — In connection with “ the Maharaja ”, a statement of 
accounts was promised but has not been forthcoming 

Sir F. Gauntlett — I am afraid that, case has been badly held up. It 
certainly has not been allowed to die 

H164Fm 
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"Page 421. 

833 Mr B. Das — The profit and loss account of the dairy farm shows 
a loss of Rs 17,957 

Chmrman — Can you explain or justify the reason why there should 
be a loss ‘I 

Mr Hodge — Cattle had foot and mouth disease Another reason is 
that the produce of the farm and slaughter house was also used for feeding 
convicts 

Mr. Rangaswami Iyengar — You do not mean to say that you would not 
chaige it m the accounts « If it is a profit and loss statement, you must 
cost it 

Sit F Gaunt! ett — That is a question we aie taking up, whether it will 
not be desirable for Mr Campbell’s office to take over the inspection of 
the Andamans. 

Chan man. — Perhaps you would like, Mi Hodge, when you come again, 
to see whether you can add anything 

Mr Hodge — I did try , I looked up the old lepoits I cannot give 
any detailed information without referring to the Chief Commissioner. 

83 4 Mi Rangaswami Iyengai — Are you m a position to say whether 
this loss is purely accidentia! owing to foot and mouth disease oi whether 
this loss has been a constant factor m the woilnng of the faim 

Chart man — Is it a leeunent loss and if so is there reasonable justifica- 
tion m other directions for woikmg at a loss ^ 

Mi Hodge — I shall try to furnish the information 

835 Mu Joshi — Is the statement about the “ Maharaja ” overdue ? 

Chan man. — I do not think it is overdue It is under discussion this 

year It will be due next year Can you say as a mattei of fact whether 
this account will be ready for 1926-27 report, ? 

Mt Kaula — The inspecting officei vent theie He has submitted his 
repoi t 

Sn F Gauntlett — I think we can piomise the leport by next year 

Chan man — Mr Joshi desires a note We look forward to the receipt 
of the lepoit I think we can leave it there 

836 Mi Neogy — There is some lefeience m Appendix VII 

Chan man — That is one that I wanted to go to, because we post- 
poned it, the question of the officei who drew his increment The posi- 
tion is that the Deputy Commissioner has put m a representation purport- 
ing to exoneiate the Treasury Officei and himself from some at any rate 
of the cliaiges that were suggested against him m last year’s report 
The question we have to put ourselves is the one at the bottom of Ap- 
pendix VII I think it is fully explained I do not know it the Committee 
want here and now to come to a conclusion 

Mi J osln — The blame is on the audit I should like to knou from the 
Accountant General 

Mr iY eogy — W as it anybody’s duty to inform him about the minimum 
limit attached to the post 1 


/ 
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Chairman — Under the Civil Account Code, the audit officer is concern- 
ed with the pay slip The story as given by the Deputy Commissioner 
is accepted as being just what happened We can mod fy our strictures, 
without entirely withdrawing them That is all on that point 

Paragraph 113 

837 Mr Hodge — The -whole case is really stated m this paragraph 
But it was the duty of the Secretary to acknowledge periodically the per- 
manent advance and it was the duty of the audit officer to see that he got 
this 

Mr Kaula — There was a failure of audit there 

Mi Hodge — I do not think there is much more to be added 

Chairman — We will ask you, Mr Hodge, to come again , I am not 
quite sure when. It may be next week But it is quite possible there 
may be a hurriedly called meeting m the course of the Session 

Mr Hodge — Shall I bring the answers to these questions q 

Chan man — Yes You can tell us what the position is 

838 Chairman — What is the position about railway warrants ? 

Mr Hodge — Local Governments aie at liberty to follow either the cash 
system or the wanant system as they prefei, but if they follow the war- 
rant system, they must be prepared to pay the extra cost 

Chan man — By Local Governments you mean m Governors’ prov- 
inces ? 

Mr Hodge, — Yes I was looking at the matter from the point of view 
of Governors’ provinces 

839 Chairman — As legal ds Delhi, for instance, what is the lule ? 

Mr Hodge — I think they follow the Punjab system as m everything 
else The Punjab 'system is a compiomise between the two They use 
the wairant m uigent cases In non-urgent cases ana petty cases uhey 
pay cash 

Mi Bangasivami Iyengar — Has the abolition of the wanants been 
consideied 9 

Mi Hodge — We have consideied it again and again from 1917 or ear- 
liei It has been repeatedly considered and we have again come to the 
conclusion that Local Governments must do what they think fit, provid- 
ed that they pay the extra cost of the wairant system 

Mr Bangasivami Iyengar — The point that affects us is that the war- 
^ rant system leads to a good deal of fraud 

Mi Hodge — The likelihood of fiaud is moie or less the same m both 
'cases 

I , 

Sn F Gauntlett — It is just as easy to defraud with paper as it is with 
rupee 

The witness withdrew after being thanked by the Chairman 

Mr Clow called in and examined 

Page 38 

480 Chan man — Have you any statement to make ? 


! 
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Mr. Glow —I am afraid it is an unfortunate case The case is quite 
fully explained here by the Accountant General, Central Revenues. At 
the time when the second advertisement was issued, there was actually 
no rate sanctioned The advertisement was seen by three gazetted officers 
m oui Department of whom I was one and by three gazetted officers 
m the Finance Department and was passed by them It is simply 
one of those cases where you run a certain risk of this happening owing 
to the practice of the Government of India which is maintained on other 
giounds of continually changing officers None of the officers (at any rate 
m our department) who saw it on the second occasion were officers who 
dealt with it on the first occasion The case came up to me with a draft 
adveitisement The late was the rate drawn by every officer, European 
and Indian, m that class There was no reason to assume that the pay was 
wiong The mistake was discovered before any officer was appointed, but 
we tool: the view that having advertised for officers and having selected an 
officer it was kaidly fair to say that we could not offer him the post unless ne 
accepted a lower rate of pay The only other remark is that when the pay 
was fixed at 500 — 30 — 950 we told the Secretary of State that we anticipated 
consideiable difficulty m recruiting Indian officers on the scale We got 
his permission at the same time to offer a minimum pay of Rs 750 m the 
ease of Indian candidates, who had exceptional qualifications The officer 
we got was one holding the appointment of Mine Manager As we axe 
competing with the commercial world, it is not very easy to get officers 
on a lowei rate of pay 

Chairman — That is all that we can do We can diaw attention to it 

Indian School of Mines 

841 III) Neogy — Has the depaitment been fully developed ? 

M) Clow — No We have been working last year with two professors 
and a puncipal against a puncipal and 4 professors We hope to have 
the full staff fiom this October But we will not have the full com- 
plement of students until the present first yeai studen's leach the thud 
or foiuth vear 

Mi B Das — The Board of Governors never met last year Mr Gaya 
Prasad Singh said that he was not invited 

M) Cion — T do not think that is aecuiate 

Page 303 

842 Sir Fredei ic Gauntlett — Mr Badenoch did not put the foot-note 
page by page but put them all at the end of the statistical portion and the 
question was that it was found to be inconvenient by the Committee The 
question was raised whether piecing it out like what Mr. Kaula has done 
would be more expensive. 

Mi Cloiv — It would be slightly cheaper if the letterpress were 

separated from the statistical work What exactly will be the amount, I - 
cannot say 

Chairman . — Would it involve considerable delay ? 

Mr Clow. I should not think it would involve a delay provided the 
manuscript is ready at one time 
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843. Mr. Neogy. — We would like to have a elearei explanation of B. 
1 (1) It is difficult to follow the note given at the foot of page 303 

Mr. Clow. — The explanation is given below The original grant was 
i educed to Rs 29,67,000. 

Mr Joshi — You could not get the paper in India 

Mr. Clow. — W e are getting the paper m India The rates put on by 
the Tariff Board on paper make it more economical to purchase paper in 
India, except the very special types of paper Our purchase in England 
has been going down steadily. The price of paper was falling steadily 
until the tariff was put on 

Page 305. 7 F Stores. 

844. Mr. B. Das. — I think that is an over-estimate which is due to tbe 
small purchase of stores 

Mr Glow — That is an over-estimate but I cannot say what it is due to 
Possibly it is due to the fact that we have been reducing our stocks add 
therefore need not buy so much stores That is a pure supposition 
Three or four years ago, when the Inchcape Committee reported, we were 
undoubtedly holding large stocks of types and things of that sort, m 
excess of our requirements 

Page 306. — Items 1 9 and I 10 

845 Mr Joshi — Do you purchase your types from outsiders or do 
you have your own foundry ? 

Mr Clow — I am not quite sure , I think we do both 

Mi . J oshi. — W ould it not be cheaper to have your own foundry ? 

Mi Clow — We had a type foundry Monotype and linotype machines 
make their own types As to the hand setting, I am not quite sure We 
are not m a position to make all the types that we want 

Page 309. 

846 Mr. Neogy — I do not understand exactly what the arrangement 
is with regard to Item U 1 — Stationery, Printing and Book-binding for 
the India Office 

Mi Clow — I also do not know It is not dealt with in our depart- 
ment 

i 

Chairman. — Some portion of the cost is recovered from the British 
Treasury 

Mr Neogy. — There is a reference to the India Office Press Is it 
controlled from here ? 

Chairman — That is the Press m the India Office 

Page 310 

847 Mr. Clow — It is rather an important point The point is, so far 
as I can judge is, that the Bengal Government’s estimate of demand was 
several lakhs m excess of the demand m the Bengal Legislative Council 

Sir Frederic Gauntlett. — The explanation raises the question whether 
the Central Government can include m its budget as a receipt the sum 
budgetted for by the Local Government 
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Chairman — If you take the question a little wider, we certainly do 
not accept the estimates of the Provincial Governments For example, 
as regai ds the amount which they aie going to draw from their balances, 
we cut down their estimates by a crore or more That is a question of 
estimation But it is a mattei of very fiequent occurrence 

Mi Clow — We do not really deal with these figures I imagine it is 
due to some flaw m the system somewhere 

Sir Fiedenc Gauntlett — The Bengal Legislative Council has to vote 
the amount to be paid under this head and if you estimate that you were 
going to receive moie than that, it is a little difficult to say where it is 
eommg from 

Chan mart — Who supplies for the purposes of the budget the infor- 
mation on which we base this estimate of receipts from the Bengal Govern- 
ment ? 

Mi Eaula — The indenting officeis and the Controller of Stationery 

Chan man — Aie they not also m correspondence with the Finance 
Department of the Bengal Government ? 

M) Rajagopalan — Presumably they aie 

Chan man — We might mention this m oui repoit 
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848 Mr Rangasivami lyengai — You have put down the amount 
credited on account of actual cost of depreciation for 1924-25 calculated 
on the value of the plant, machinery and furmtuie Can you tell us the 
exact peicentage which you use ° 

Mi Clow — I cannot 

Sn Frederic Gauntlett — Mr Campbell will tell you that the rates of 
depreciation would vary according to the nature of the asset 

Mi Rangasivami lyengai — You have got fust of all plant, machinery 
and fuimtnie, so theie must be diffeient rates for these different things 

__ *^sss 

Mi Campbell — There aie no standard rates of depreciation for the 
machinery They can veiy easily vaiy from 5 to 20 pei cent 

Mi Rangaswami lyengai — Take, for instance, the printing machinery , 
theie must be an aveiage standard for it 9 

Mi Campbell. — In a few cases we did take the aveiage rate it is 
about 10 per cent , otherwise we judge each individual case 

849 Mi Das — I want to know whethei the 10 lakhs that was recovered 
from the Militaiv ought not to liavedbeen shown as a suiplus m the final 
account 

Chan man — No, because they had to supply it 

Mi Kaula. — Theie is an excess m the Posts and Telegraphs and also 

under Railways So the sum is practically deduced 
- _ * 

850 Mi J oshi — How much percentage of depreciation is charged on 
type;? 9 

. Mi Campbell — In many concerns they re- value every year They do 
not have a definite peicentage late for every rear '.They write off the 
difference > - 1 v ' ■' - - 
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Sir Fredenc Gauntlett — I might say that these rates were fixed just 
before or just after Mr Campbell arrived m the country and he was 
not directly concerned with the actual rates which were adopted What 
happened was that all the Press Superintendents were called together and 
the whole thing was threshed out m consultation with them 

Page 316 

851 Mr Cocke — The amount shown for the deficiency m stock taking 
is rather small. 

Mu JRangaswann lyengai — So far as the stock taking ’is concerned, 
it was simply given up 

Mi Clow — Since then we have been going on with it 

Sir F) edei ic Gauntlett — Might I call the attention of the Committee 
to Appendix XV m which these accounts have now been audited and the 
audited figures are given 

Chairman — If the members are going to ask many more questions, 
I think we had better take up this subject after Lunch 

The Committee then adjourned for Lunch till 3 p m. 
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Evidence taken at the 11th meeting of the Public Accounts Committee 
held on Thursday, the 11th August 1927, at 3 p.m. 


Present 

(1) The Hon’ble Sir Basil Blackett, K C B , K C S I , Chan man. 

(2) Mr H G Cocke 

(3) Maulvi Abdul Matin Chowdhuiy 

(A) Mr B Das 

(5) Mr A Eangaswami Iyengar ^ Members 

(6) Mr N M Joshi 

(7) Mr C Sarvotham Eao 

(8) Mr K C Neogy J 

(9) Sir Frederic Gauntlett, Auditor General 

(10) Mr C W C Caison, Controller of Civil 

Accounts 

(11) Mr G Kaula, Accountant General, » 

Central Revenues V Were also present. 

(12) Mr T K Eajagopalan, Officei on Special 

Duty 

(13) Mr D C Campbell, Director of Com- 

mercial Audit J 


Mr A G Clow, Deputy Secretary, Depart- " 
ment of Industries and Labour 
Eai Bahadur J P Ganguly, Under Secretary, 

Department of Industries and Labour * 
Mr A Brebner, Superintending Engineer, ' 
Simla Imperial Circle 
Mr J S Pitkealthly, Chief Controller 
of Assam 


Witnesses 


852 Mr Clow . — Some member before lunch asked me a question about 
the type foundry 


Mr. Joshi — I did 


Mr Clow . — The foundry has now been abolished It used to’ manu- 
facture old fashioned type and was not suited to our requirements As I 
explained before the monotype and linotype machines make their own type ; 
and we use the monotype casters to make type for hand-setting , but we 
have to buy a certain amount of show-type 

853 Mr J oshi — I want to know whether Government still have to go 
to contractors for their printing forms when they have got their own 
Press 

Mr Clow — We do not employ contractors now to the extent that we 
used to but we still get our postal and telegraph forms printed at a press 
in Calcutta as our own Presses are fully occupied 

Mr Joshi — I asked that question because I notice you send to con- 
tractors paper and stationery worth nearly 8 lakhs of rupees 
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854 Mi Joshi — I should like to know the difference between the 
various lands of issue of these stores Some are issued to Departments 
free — some Departments have book adjustments and other Departments 
make payment 

Mi Glow — Ordinary Departments like the Finance are entitled to get 
their requnements from us free, no payment is made. A Department like 
the Army Department or a Provincial Government pays us , and com- 
mercial Departments pay us for the supplies they get fiom us 

Mi J oshi — In the case of the Central Government it is book adjust- 
ments and others cash payment 2 

Mi Kanla — Central Government non-commercial Departments are 
supplied free , Central Government commercial Departments have book 
adjustments though certain of the Railways prefer to pay m cash 
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855 Mr Neogy — Here I see the Auditor considers the figures to be 
absolutely worthless and the Audit actually returned the papers un- 
audited. 

Mr. Kaula. — It is only fair to state that as this was the first year 
the local people probably did not know how to present their accounts 

Sir F. Gauntlett. — The explanation which will be found m the note 
of the Examiner of Press Accounts (Appendix XYI) is that the Auditor 
refused to audit this account because it starts with a value of books m 
stock on 1st April 1925 that is only arrived at by working backward fiom 
the stock on the 31st March 1926 Obviously the Auditor can only accept 
the account if every transaction dui mg the year is recorded as correct 
winch he has to ceitify as having happened Now that the value of the 
stock has been taken on the 31st March 1926 he will be able to certify 
next year 

Page 322 

856 Mr Joshi — There is a loss of nearly 2 lakhs of rupees "What is 
this loss due to 9 

Mi Clow — It is really a loss m accounting This is not a commer- 
cialised Department, and the “ loss ” is based on the assumption that the 
same rate that we charge to Local Governments can be regarded as charge- 
able to Central Government Departments 

Sn F Gauntlett — It is entirely based on the prices fixed for the year. 
Now that those puces have worked down to a loss of 2 lakhs of mpees odd, 
the prices fixed for the next year, I assume, will be fixed rather higher 

857 Mr. Cocke — Is any commission charged - 

Mr Clow — We charge a commission on issues to paying Departments 
and Local Governments 

858 Mr. Bangaswami Iyengar. — In regard to these accounts I want to 
refer to another thing, — the value of books m stock which is referred to 
at Appendix XVI The Examiner of Government Press Accounts makes 
certain observations there The whole of this question, not only the ques- 
tion of the stoies but also of the value of the books m stock, is a matter of 
made up figures In legal d to the value of the books at the Government 
Central Press m Calcutta as well as the value of the stocks, they have not 
been properly verified 
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Mi Clow. — I don’t thmlc it was verified until the time when we had 
this stock-taking by the Auditors but a proper stock-taking has since been 
made, I think 

Mi Rangaswami Iyengar — If you lefei to Appendix XYI again you 
will see that this stock-taking was mconect, as it was said to have been 
taken by inesponsible day extra men and duf tries 

Mt Clow — The Publication Branch I know was woilung with a very 
inadequate staff then 

Mi Rangaswami lyengai — I want to know 7 wdietlier \ ou have armed 
at a pioper valuation now 7 , so that you may at least know if next yeai’s 
accounts aie coirect 

Sit F Gaunt let t — I am afraid I do not know much about the details 
of the Cential Publication Branch This is the statement of the Auditor 
sent down to examine the position , and it is the fiist intimation I have 
leceived Of eouise it has got to be put light 

Chairman — We cannot do moie than diaw r the attention of Gorem- 
ment to this statement and ask them to look into the matter 

Mi Rangaswami lyengai. — Aie you not m a position to sav whether 
it has been put right ? 

Mi Clow — I do not thmlc I have seen this Appendix befoie , but 
speaking fiom memory I think theic has been a pioper stock-taking mice 
the accounts weie made up 

Mr Rangaswamt lyengai — The stock-taking seems to be meiely per- 
funetoij, with duf tnes appaiently to do the voik 

Chan man — I think we have discussed the point enough I think w 7 e 
had better draw 7 the attention of Gor eminent and ask them to take steps 
to put it light I think it is leeogmsed on all hands that we have not 
reached the position w r e desne to reach m legaid to this 

Mi Rangaswamt lyengai — We must know 7 uhethei the accounts aie 
accurate , and if they aie not, they ought to be made accurate, and in the 
meanwhile we can only regaid the figuies as meielv appioximate 

859 Mi Code — I see tlieie is a sum of Rs 8,871 shown as “ Audit 
chaiges ” II ow 7 do you get it ? 

Mi. Rangasivami lyengai — Theie is an exannnei who seems to be 
engaged solely m dealing with these Printing and Stationeiy charges and 
it should be quite easy for lum to determine the total cost of this establish- 
ment over the yeai and determine from that what should be charged to any 
particular account Rs 8,000 is a high figure to pay 

Mr Clow — The ordinary professional auditor charges a peieentage 
and it would probably come to more 

Sir F Gauntlett — After all the gross transactions aie neaily a more 
of lupees and Rs 8,000 is not too much to pay on a croie of rupees 

860 Chan man — We now turn to paragraph 40, page 33 of the Report, 
w'hicli deals with a discrepancy of Rs 16,000 between the Stamp Office 
and a Government of India Press m the accounts of postage stamps Mr 
Clow, have you any explanation to give on that and particularly, as to 
whether any orders have been issued tf 
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Mr Clow — I do not quite follow what orders are referred to at the 
end of the paragraph The matter was investigated by Government, orders 
were issued dismissing the cashier and forfeiting his security, wiitmg-off 
the loss and paying certain sums that were due to otliei employees The 
Auditor Geneial also prepared a long report which was submitted to the 
Finance Department and which we saw for information 

8 17 F Gauntlett — In your opinion, Mr Clow, all the oiders that were 
necessary have been issued 9 

Mr Clow — Yes 

861 Mi Neogij . — Don’t you consider this to be a senous matter ? 
Sub-clause (3) of the paragiaph says 

“ There was no indication that any supervision was exeicised by 
any responsible officer of the Stationeiy Office ovei the issues of 
stamps to, and then leceipts from, the Press as the registers 
maintained were m a veiy unsatisfactory state and the ongmal 
records from which the monthly returns to the Dneetor Geneial, 
Posts and Telegraphs, and the Accountant General, Bengal, 
were compiled did not beai any impress of any check by any- 
one ” 

Mr Clow — It is a little difficult Take the oidmary officer who comes 
into an office You probably know how this money was lost Stamps weie 
issued from one office to the Cashier foi making up into booklets The 
cashier had to account foi the stamps he leeeived m the foim of booklets 
he returned, but as his balances weie never checked he was able to utilise 
-the stamps he leeeived fiom a subsequent older to supply the booklets 
required for a pievious Older, until there came a senous gap m the orders 
and he was asked foi the booklets of the stamps leeeived , the delay led 
to an enquiry as the result of which it was found he had not m his posses- 
sion the stamps he should have had Now the oi dinar}" officei who is not 
a financier coming into a Department is apt to assume that the checks 
m foice are ordinal lly sufficient, and that appears to be what happened m 
/ this case The losses, so fai as we can judge, went back ov ei a period of 7 
years at least The actual -officei under whom the affair probably started 
did not satisfy Government that he was fully competent and letired m 
connection •with another case 

Mi Rangaswaim Iyengai — Is it not the case that Superintendents 
oi Stamps have to furnish secunty bond ? 

Mi Clow — It was not m the Stamps and Stationery Office that the 
loss took place It took place m the Government Pi ess wheie the Cashier 
furmshed a secunty bond 

Mi Neogy — lias tlieie been any nnpiovement m the supei vision of the 
Depaitinent since ” 

Mi Clow — The work is now done at Nasik Except for ovei printing 
sui charges, I do not think the Government Press now have anything to do 
with this work 

Sir F Gauntlett — I may say that the Exammei of Press Accounts 
regarded himself as responsible for the, check on the technical pait of the 
Press and not responsible for this binding up of the booklets, because it 
was not pait of the press work pioper In the same way the Accountant 
General, Bengal, thought that as the stamps had gone away fiom an' officfe 
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under his eontiol mto a Press, for the time-being it was not his business 
and so theie was no close scrutiny on either side That of course has now 
been put right 

Mr Neogy — Have you assured yourself that everything is all right m 
other Departments ? The state m which the records were found by the 
Audit is said to have been very unsatisfactory 

Chairman — The records of tins particular case 

Mr Bangaswami lyengai — Aie these booklets being prepared else- 
where $ 

Mr. Clow — They are being prepaied at Nasik now 

863 Sir F. Gauntlett — Mr Clow, you were asking about the oiders 
referred to at the end of this paiagiapli 40 You will see that a scheme 
of local audit has been submitted to the Government of India, but the 
orders of the Government of India have not been received on that scheme 

Mr Clow — I think that concerns the Finance Department 

Sir F Gauntlett — Of course when we say the orders of the Govern- 
ment of India we do not say who is responsible for the issue of those 
orders 

Mi Clow. — The report was sent to us by the Finance Department for 
information 

Chairman — Very well, we will follow that up 

Page 49, paragiaph 68 

864 Mr Clow — This was undoubtedly a case where owing to a flaw 
in the rules an officer was able to get a thing done m a somewhat irregular 
manner I may say m the first place that there ivas no loss to Government 
over the transaction There was a saving of Rs 7,000 as against the sum 
necessary had it been carried through m the ordinary manner through 
the agency of the Local Government 

Mr Bangaswami Iyengar — How do you make out there was a saving ? 

Mr Clow — We have the figures here The estimate sanctioned by 
Government finally was Rs 59,310, on which an excess is anticipated of 
Rs 661 plus departmental charges, making a total of Rs 72,565 The 
estimate framed by the Local Public Works Department w T as Rs 65,882, 
on which they would have been entitled to depaitmental charges of 
Rs 13,835, making Rs 79,717 I do not think the Controller ever explicit- 
ly said that the total payments for the work had been made He made 
clear to us when he wrote on the 20th April 1925 the fact (which the 
Audit Officer observed a few months before) that the work was not fully 
paid for and our sanction was given after that The work was supervised 
by the Executive Engineer of the Local Government and except that the 
Controller should have had the sanction of the Department of Industries 
and Labour at the time, not of the Finance Department, his action was 
correct according to the rules 

Sir F. Gauntlett — Except that administrative sanction for work which 
is estimated to cost Rs 2,000 can hardly be regarded as sanction for a 
work that is going to cost Rs 60,000 

* Mr Clow — As I say he should have had the sanction of the adminis- 
trative Department 
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865 Mr Cocke — You think his action otherwise co mm endable ? 

Mr Clow — No As a matter of fact the officer ran a considerable 
lisk because after the machinery had been installed theie was a serious 
danger that the local electrical authorities would refuse to give us the 
load that was required It was only owing to the good offices of the Local 
Government who intervened that we were able to secuie it 

866 Mr Neogy — Your idea of an emergency measuie seems to be that 
it need not be completed even m 2 yeais 

Mr Clow — There has been delay on account of lifts and minor things 
but the mam part of the work was completed very promptly, I believe 

Chaittnan. — The officer m question was engaged m oveihaulmg the 
whole Department ? 

Mi Clow. — Yes 

867 Mr Rangaswatm Iyettgat — Would you have acted as this officer 
did « 

Mr Clow — Had I personally been Conti ollei I should have safe- 
guarded myself by getting the sanction of the admmistiative Department 
concerned 

Mi Rangasivann Iyengat . — Assuming that this Controller thought 
there would be a saving, do you think it is a right example to follow to 
start a work and then say “ Here is a saving ” 

Mi Clow — I did not put forward the fact that there had been a 
saving as a complete answer to the case put forwaid by the Accountant 
General, Central Revenues This was not stigmatised by him as a case 
where Government has lost money but as a case of unauthorised expenditure 

Pat agt aph 69, page 50 of the Repot t 

868' Mr Cloiv. — I am not prepared to accept this as a complete state- 
ment of the case I think I can say that if the Controller had come up 
before the 31st March 1925 when this officer’s pay was raised, and had 
given us the facts of the case we should probably have sanctioned the grant 
of rent free accommodation' to the officei m question It was after his pay 
was laised and m view of the fact that the rise m pay had taken account 
of all the circumstances that we thought he had no claim to rent free 
accommodation If we could have the officer back it would pay us because 
since he left the quarters have had to be condemned as unfit for this 
particular officer We have had to put m a watchman on Rs 50 a month 
in addition to giving him these quarters free 

869 Q — Are you satisfied that the quarters could not be made fit 9 

Mr. Clow — Mr McWatters personally visited the quarters which are in 
Dhurumtola, a very unsuitable locality and satisfied himself on the point 
The officer happened to be a bachelor who did not mind , an officer with 
a family could not be asked to occupy the quarters 

Mr Neogy — The question of a man being a bachelor or a married man 
does not concern the fitness of the house 

Mr Clow — The average bachelor is willing to put up m a quarter that 
a married man cannot take 
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Internal Emigration — page 252. 

869 Mr Neogy . — ■'Will you refer to the note at the bottom of page,. 
A -4 Why was half the sum realised from the Tea District Labour 
Association ? 

Mr Cl ow — I think because we reduced the extent of our medical pro- 
-v ision , as you will see from the note just above — A -3 — we closed down 
two hospitals 

Mr Clow then withdrew 

Page 164 

870 Mr Joshi — I want to know what was the additional work and 
urgency for an additional Secretary for about 2\ months 

Mr Ganguh — There was special work to be done 

Sir F Gauntlett — Mr Parsons eventually succeeded Mr Ley as Sec- 
retary when Mr Ley became Member and there may have been some 
special work 

Mi Ganguli — There was some special -work, I am certain, which 
could not be foieseen Mr Ley was required to go to Calcutta over some 
inquiry There was a dispute between Messrs Lai Chand and Sons and 
Government and Mi Ley had to go to adjudicate as Lai Chand and Sons 
were entitled to have him as arbitrator 

Chav man — The position is constantly ansmg that theie is a gap 
of a month or two and veijr often theie is some special woik which might 
be done then, and it really is m the interests of Government that you should 
marry so to speak those two oppoitumties 

Sir F Gauntlett — In the alternative Mr Parsons would have had to 
return to me and I might have put him on as Accountant General m a 
distant province and might have had to bung him back 

Chav man — The rules legal dmg leave and i eversion are a difficulty 
But m this case there was a special work that Mr Ley had to do 

871 Sn F Gauntlett — There was an ovei -estimating undei contin- 
gencies m this case q 

Mi Ganguh — Theie was an over-estimate under non-voted pay of 
officials, Rs 4,712 We really had a saving of over Rs 23,000 and pait of 
it was utilized m various small items, and this saving is due to the fact that 
though we abolished the appointment of Deputy Secretary, Public Works, 
we leplaced him by a Consulting Engineei and his cost was provided m the 
civil woiks budget 

Chav man — That was a definite economy following on the Inchcape 
Committee proposals ? 

Mi Ganguh — Yes 

Sv F Gauntlett — By way of a general comment on this grant 
(Meteorology), I may say it indicates an inadequate knowledge of the pro- 
gress of expendituie 

872 Chav man — What aie your arrangements for watching the pro- 
gress of expendituie ? 

Mi Ganguh — The Director General, Observatories, is entirely responsi- 
ble for controlling the expendituie In this case most of the items to which 
the Auditor General lefeis are book adjustments 

Sv F Gauntlett — The old question of liabilities 1 
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Mr Rajagopalan — I may say the Pay and Accounts Officer deals with 
it, and we have taken care from 1926-27 to take into account all liabilities 
as far as possible In the first year the question of liabilities was not really 
attended to as propeily as could have been done 

Page 256 

873 Mr Rangaswami Iyengar — What about drug manufactuie ? 

Mr Ganguh — I think it is under the Central Boaid of Revenue 

874 Chairman — The Committee would like to ask you, Mr Pitkeathly, 
questions as to how T far the Indian Stores Department is becoming self- 
supporting 

Mi Pitkeathly — I might explain that on the purchase side of the 
Depaitment our purchases have increased from Rs 2,59 lakhs m 1924-25 
to 2 croies 66 lakhs m 1925-26 and 3 crores last yeai We have shown 
an increase of roughly 50 per cent over the previous year On the inspec- 
tion side, the value ran up from 2 crores 13 lakhs m 1924-25 to 5 ciores m 
1926-27 The levenue we have earned from inspection has increased from 
Rs 5,98,000 m 1924-25 to 11 lakhs m 1926-27 The levenue earned on the 
purchase end has increased from Rs 2,59,000 m 1924-25 to Rs 3,98,000 m 
1926-27 Our general levenue has increased from Rs 7,73,000 m 1924-25 % 
to Rs 14,58,000 m 1926-27 Compared with 1924-25, there was a rise of “ 
26 pei cent m expendituie and a rise of 40 per cent m revenue Last 
year our expendituie was Rs 14,72,000, a use of 15 pei cent , oui revenue 
was Rs 14,58,000, a' rise of 36 per cent that is to say m the last two years 
oui expenditure has gone up by 41 per cent against an mciease m the 
revenue of 76 per cent 

875 Mi Neogy — In 1926-27 you paid your way 0 

Mr Pitkeathly — We didn’t altogether The diffeience between our 
actual outgoings and our levenue was only Rs 24,000 on the w r rong side, 
but I may explain that it does not take into account ceitam mdnect pen- 
sionary charges, depreciation and intei est on capital 

Mi Rangaswami Iyengar — It nearly paid its way ? 

Mi Pitkeathly — I cannot say that I expect that the deficit is some- 
where about Rs 2 lakhs and 3 lakhs including all the indirect charges, but 
the position is improving year by year 

876 Mr Rangaswami Iyengar — We should like to know m what way m 
your opinion you can not only make it pay its way but make it give some 
return 

Mr Pitkeathly — I doubt veiy much if the Indian Stores Department 
will ever be a self-supporting Department m the strict sense One has got 
to keep m mind the fact that the object of establishing the Depaitment was 
to assist Indian industries Much of its woik is non-iemunerative , for 
instance, we seiutmise the home indents, piepare bi-monthly stores lists, 
we examine them to see whether they aie fit to go on the stores list, for 
all of which we get nothing , and also, owing to the backward state of some 
of the mdustnes m India we have to do a good deal of educative work, — 
and all that you can hardly measure m teims of money 

877 Mr Rangaswami Iyengar — Can you not separate this part of 
woik fiom the purely business part of your work, on account of the fact 
that it is leally one of the services of Government ? 
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Mr Pitkeathly — We could do that, and then it would show a truer 
position of the Department 

878 Mr Cocke — What sort of proportion would that be ? 

Mi . Pitkeathly — Somewhere between a lakh and two lakhs a year 

Mr Cocke — What is the percentage of the whole 12 

Mr Pitkeathly — I think about 5 per cent 

879 Mi B Das — Can Mr Pitkeathly give us some figures to show if 
the railways have increased tlieir purchases through the Indian Stores 
Department ? 

Mr Pitkeathly — There has been an mciease of loughly 50 pei cent 
m the railway pui chases during 1926-27 We bought m 1925-26 on behalf 
of State Railways 33 lakhs and m 1926-27 we bought 70 lakhs For Com- 
pany railways we bought 8 lakhs m 1925-26 and 5 lakhs m 1926-27, 
altogether we increased 50 per cent 

Chan man — This is not strictly lelevant 

Mi B Das — In the Assembly we were told that there was a con- 
ference between Sir Charles Innes, the Railway Membei, and Mr Pitkeathly 
so that the Indian Railways would make as far as possible their purchases 
through the Indian Stores Department 

Chairman — We must not get too far away into policy 

880 Mr Bangasivanu Iyengar — Have you any suggestions to make, 
Mr Pitkeathly, which you can advise this Committee to make m their 
repoit so as to make your Department moie piofitable than it is ? 

Mr Pitkeathly — I might explain that tins matter is under consideia- 
tion at the piesent moment m the Government of India A proposal has 
been put forwaid that we ought to institute a standing committee to deal 
with the co-ordination of purchases for various Departments This pro- 
posal has been accepted by a numbei of Departments, and if it matenalises, 
this is one of the particular points the Committee will examine I may 
say that as far as the railways are concerned the inspection work we are 
doing for them is increasing every day 

881 Mi Joshi — You aie getting about Rs 2 66,000 out of one per 
cent commission on pui chases On which pui chases 12 

Mr Pitkeathly — On the purchases made on behalf of the Government 
of India and also of the provincial Governments and quasi-commercial 
bodies 

882 Mr Joshi — Your Depaitment requires more work , if you are 
doing more work, you can reduce the rates and the bountiy will gam ? 

Chairman — The demand for l educing the rate won't arrive until you 
have balanced on the existing rate and paid your way 

883 Mr Cocke — Do you have it brought up against you at all by 
Depaitments of Government that they could have bought more cheaply 
direct than through the Stores Department 9 

Mr Pitkeathly — We ha\ e had several cases of that soit They say 
they can buy cheaper themselves when they take into consideration the two 
per cent commission But we hold that inspection costs one per cent, and 
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m many cases they may buy cheaper because they have no cost of inspec- 
tion In some cases we purchase only, and m other cases we inspect only 
For the aimy we do the purchasing and they do the inspection them- 
selves 

Page 41 of the Repoit, paragraph 54 Contracts 

884 Mr Ganguli — We wrote to the High Commissioner, and he is not 
doing any more contract of that soit 

Page 88, item 50 

885 Chau mm — ■ Final ordeis have not yet issued’ What is that 
case ? 

If) Ganguli — Ceitam pui chases according to the Audit Officer, weie 
made by the Chief Controller m violation of the Indian stores mles The 
Indian stoies lules lay down that theie must be a strict comparison of 
prices between the rates quoted by the High Commissioner m England and 
the lates m India The Audit Officer Indian Stoies Department, holds 
that theie has been a violation of the stores rules, and the Chief Conti oiler 
holds that there has not been any violation, and the case is undei discus- 
sion, and we hope to settle it within the next few weeks 

Paragraph 5 of the Home Auditor’s Repoit on the High Commission ei ’s 

Accounts 

883 Mr Neogy — A ease is lefened to here m which a paitieular 
Government lefused to accept an article unless it was manufactured by a 
paitieular firm and although lowei quotations were available the High 
Commissioner felt himself absolutely powerless and purchased it at a higher 
price Is it your expedience that such specifications of definite manufac- 
tures are made generally by people who make then purchases through, 
you ? 

Mi Ganguli — A number of cases of this sort you will find given m ihe 
half-yearly statement placed before the Assembly 

Mi Neogy — That is so far as the High Commissioner is concerned . 
what about the Stores Department ? 

Mi Pitkeathly — Theie is an inclination now and then to do that but 
I don’t complain as a mle In some cases we find the executive engineer 
and others have examined the pioject and lecomm ended a particular type 
of machine I think he is then perfectly justified m indicating a preference 
for this particular type of machine As a mle he leaves iDentiiely tq 
us 

884 Mi Rangaswami lyengai — I rrant to diaw your attention to this 
case, to ask you whether there are cases like this m your department 

Mi Pitkeathly — No, I have not Eveiy tender is published m the 
Indian Tiade Journal The Dnectoi of Supplies would very quickly pull 
us up m a case like this 

Mi Rangaswami Iyengar — I am refemng to the fact that a depart- 
ment may say that even if you certify, they aie not piepared to agiee to it 
unless it is a particular type 

Mi Pith eathly — If a Department insisted against my advice on a 
particular brand of a particular aiticle I would report the matter to the 
Local Government Or if the Central Government were concerned, I would 
take the ordeis of the Government of India before complying 
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Chairman — What kind of stores are these, Mr Brebner * 

Mr Brebner — I cannot say, Sir, m detail I think it is mainly build- 
ing material 

Chairman — Pnma facie does not Mr Joshi’s comment strike you as 
being correct 9 

Sir F Gauntlett — I also have a comment on the note for store account. 
You will see the percentage of establishment to works charges is over 80 
per cent 

ilfr Brebner — We have under consideration a proposal that these 
officers should take over roads and buildings as well as irrigation If that 
comes about, it will reduce the cost undoubtedly 

Cham man — Yes, we might comment on this, that the percentage seems 
very high 

Mr Cocke — There is a large balance of stores Can you tell us if it 
is serviceable material which has been brought forward year after year 9 

Mr Brebner — There are very strict orders about getting rid of articles 
that are not serviceable 

Mr Cocke — It does not look as if Rs 75,000 worth of material ought 
to have been purchased 

Sir F Gauntlett — The trouble is entirely on the Swat Canal 

Mi Josln — We were told that the Public Works Code sanctions only 
one year’s stocks 

Mr Brebner — That may be but then you very often purchase material 
and for one reason or another you don’t use it and you may not be able to 
get rid of it immediately It may pay you to keep it and dispose of it 
gradually 

Chairman — You do keep a close watch on the building up of unneces- 
sarily large stocks 9 

Mr Brebner — Undoubtedly , it is a matter which is constantly under 
examination 

889 Sir F Gauntlett — But with your practical experience, 
Mr Brebner, would you say that it is necessary on the Swat Canal to have 
over four years’ stock 9 

Mr Brebner — I should say it is more than likely that a very large 
proportion of this sum is made up of big items — it may be gates and t hin gs 
like that, for which they have no immediate use 

Grant 67. Page 273 

890 Chan man — That grant is very close to the vote, which is pro- 
bably unusual m civil works 

Mi Kaula — On the voted side 

Page 275 Explanation E -1 

891 Mi J oshi — Why was the supplementary grant asked for when no 
grant was spent 9 

Sn F Gauntlett. — It has to be balanced against the voted 
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Chav man . — If you look at the explanation, you -nil! find that it xras 
decided m the comse of the ycai that expenditure on these civil rond^ of 
military importance should be treated as a xoted charge 

892 Mi JoGn — Then I -want to ask yon why these military roads 
intended for militaiy purposes xxcic not put into the military' budget 

Sir F Gauntlet — These aie end loads of military importance 

Mi Miu — Then win do sou make them non-xoted ? 

Chav man — Thev aie made xoted That is tlie cause of the sax mg 
on the non-xoted Then* is a coriespondmg excess m the xoted poifion 

Sn F Gauntlet — It was decided to heat the expendituie as non- 
xoted but onlx commencing with the accounts of 1*120-27 That is to say, 
this seal it was exentuidlx decided to keep it as \oled, but it becomes non- 
xoted iiom next xeai 

Mi Ranqaswaim Jqrnqai — li it becomes non-xoted then Mi dodn’s 
point anses 

Sn F Gauntlet — 1 think one answei to Mr doshi is that >\lnle the 
Goxeinoi Gonoial is gixen the powei oi deteunimng wlmthei a pitheula: 
ioim of expendituie is to be icgai ded as xoted oi non-xoted, the Auditoi 
Geneicd lias the powei oi dotoimming the classification within the account'' 

891 Mi lianqasuami Jqniqai — But the point sutc*h is that ii lords 
of mdilaix linpoitanee aie now undei the oidms oi the (iouinoi Grneud 
non-xoted, then the piopei place to budget loi them is the mditaix mid- 
get 

Sn F Gaunilctt — AV it li all due icspeet to Ah Rangasxxami the prin- 
ciple ot classification is t hat the classification lias to be deteimined In the 
depai tment which admmisteis the loads The militan do not admmistci 
these loads — the loads aie administcied bv the end 

('hav man — As a mat tin ot fact, we lime had this beioie the Stand 
tug Finance Committee too Roads ha\e been clnulcd into civil loads 
end toads oi militan impoi lance, and mihtapx loads 

Mi Raiigamranv Tqcnqai — Then mat T know, Rn, on what gi minds 
this has been made non-xoted, if it is not militan expendituie ? 

Chav man — It is political 

Mi Ranqaswami Jqcvqai — Then it ought to go into the political 
budget The point is, Sir Frcdenc, 1 quite appieciate that the Goxemor 
Oeneial has the powei to declaie whcthei it is xoted oi non-xoted, but I 
xvant to know on what basis the Goxernoi Gencial deelaied it non-xoted 7 

Sv F Gauntlet — Let me fust of all get the facts light Mi Araxa- 
rnudha Ayangai has pointed out to me that these paiticulai loads liaxc hern 
the subject oi piolonged discussions m the Goxcinmcnt of India and he 
assuies me that it has been decided to distubute the cost between the 
military and the cn d 

Mi Ranqasuann Tycngai — But still it does not get axvax* fiont tne 
tioublc Wire should it be non-xotalde if it is not mddarx 0 

Chav man . — The decision of flic Goxeinoi Geneial is final 

Mi Rangaswaim lycnnai — AVe knoxv it is final but xxe must tiy to 
understand it, Sir 
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Chan man, — The general explanation is that these are regarded as 
political 

Mi Rangasivami Iyengai , — If they are political they should go into the 
political 

Chan man — No, ceitamly not They are roads They come under 
civil mules 

Mi Rangasivami Iyengai. — Surely, if the work is executed by the 
civil woiks department and expendituie is put m the budget, you ought 
smiply to make a declaiation that this is votable ? 

Mi Neogy — I find roads aie included under the political head also. 
There aie roads mentioned there 

Mi Kaula — The admimstiation there rests m the hands of the 
political ofiieeis This lests m the hands of the civil 

894 Mr. Rangasivami Iyengai. — I don’t want to pi ess this matter 
but leally it seems to me it may lead to developments For instance, there 
are tiunk loads Supposing questions aie raised m regard to ceitam 
military loads and you want to make them non- voted Those are matters 
which may easily develop 

Chan man — I don ’t think anybodv doubts that this division between 
voted and non-\oted is a most extiaordmanly difficult one from the point 
of view of the woik of this committee That one giants readily but I don’t 
think theie is any pimciple invoked m this that is going to give anyone 
anv trouble 

Sir F Ganntlett — Might we not profitably leave this to the Statu- 
toiy Commission ? 

, 895 Mi Das. — I would like to put a small question on G -1 — Consult- 
ing Engmeei, Government of India Does the Consulting Engineer ad- 
vise the Government on every woik of the Government of India 9 

Mr, Biebnei. — I should not think any engmeei is competent to do 

that 

896 Mi Das — Do the Government of India take the advice of Con- 
sulting Engineers of pi ovmcial Governments oi do they always employ 
their own Consulting Engineer ? 

Mi Brebnei — They do take advice fiom the Chief Engineers of Local 
Governments, whenever they need it 

Mi Das — Do they pay for it 9 

Mi Biebnei — No, not at present 

Mr Das — Do they employ then architects ? 

Mr Btebner — Yes 

Mr Josln — Are Noitb-West Frontier province, Baluchistan — are all 
these Local Governments ? 

Mi Brebnei — Yes 

S97 Mi Josln — Neaily one-tenth is the reserve Do you require such 
a big reserve as 10 per cent of your total grant ? 

Mr Brebner — No, not quite 
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Mr Kaula — My impression is that the reserve has been cnt down 
very much 

Chmrman — The unallotted grant is not really a reserve 

Page 276 

898 Mr. Bangaswamy Iyengar . — On this question of establishment 
has the Auditor Geneial been able to find out the total percentage which 
this establishment bears to the expenditure on civil works ? 

Sir j F Gauntlett — It has not struck me as being so surprising as 
to comment upon it 

899 Mr Das — G-5 (1) (1) The extia expenditure is 2,59,000 and 
the note says, “ Partly due to pro rata charges having been adjusted in 
supplementary accounts for March 1926 at a higher rate than tliat pro 
Tided for m the budget ” How can they increase the rate withou* 
going to the Assembly ? 

Mr Brebner — We do not know the rates That is our wdiole difficulty 
The rates are struck at the end of the year 

Mr Das — You did not go to the Assembly again for this ? 

Chairman — There is a lapse of non-voted to the extent of Rs 1 24 
lakhs which partly accounts for the excess of voted 

Mi J oshi — Is it not an objectionable procedure to increase the voted 
by such a large grant from the non-voted ? 

Chav man — I have no doubt it is exactly the same question we were 
on before — civil works of military impoitance As I have explained, it 
was not a question of increasing the voted grant 

Page 277 

900 Mi Neogy — G-5 (2) That is pro rata charges on additional 
works 

Mr Raiagopalan — That is merely due to the lapse under Delhi 
works grant We had a certain establishment and the cost of that estab- 
lishment had to be distributed over the capital works as well as the levenue 
works The capital expenditure was 60 lakhs less than we estimated foi 
and the revenue works had to bear a gi eater propoition 

901 Mr Rangaswamy Iyengai — It does seem to me, reading the 
whole thing, having legard to the establishments m the piovmces which deal 
with erores of rupees of expenditure — that the establishment charges are 
pretty stiff Can you tell me what the total establishment charges bear 
to the total expendituie ? 

Mi Biebner — These establishment charges are largely establishment 
ehaiges of the provinces, because the work is done for us by the provinces 
and it is all based on pro rata distribution With the exception of the 
North-West Fiontier Province we practically everywhere employ the 
agency of the Local Government All these other establishment charges 
are Local Governments 

Mr Kaula — Mr Rangaswamy Iyengar’s question is answered by a 
reference to page 282, the figures are given there 

Sir F Gauntlett — That is considerably below the average all oyer 
India The percentage m Delhi is v'eiy small * 
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Chairman. — The percentage we pay to the provinces is the highest 

Page 279 

902 Mr Neogy. — The saving under (1) was due mainly to an ad- 
justment on account of the city extension scheme which was not con- 
templated before the close of the year but carried out m the supplementary 
accounts under ordeis of the New Capital Committee Is the New Capital 
Committee m a position to order the extension of the old city also ? 

Mr. Rajagopalan. — There was a scheme under contemplation but it 
was never carried out, but some expenditure had been incurred on that 
and it was lying under suspense’ It had to be adjusted We had money 
under 41 Civil Woiks and so we adjusted it there 

Page 280 

903 Chairman — Have you raised this point, Sir Frederic, m your 
lettei at all ? There is an excess of gross expenditure and a saving on the 
net 

Sir F. Cauntlett — No 

Chairman . — Civil works of military importance, voted as well as non- 
voted — that seems to be the greater part of it 

Chairman — If the provision had been made at the time the budget 
was framed on the same basis as that on which the accounts were compiled, 
there would have been very little saving on gross expenditure under non- 
yoted and theie would not have been an excess of gross expenditure undei 
voted 

Mi . Kaula — There would have been savings both under voted and non- 
voted 

Sir F Gauntlett — Very roughly, it would have been 7 lakhs saving 
on the non-voted and about 9 lakhs saving on the voted — both gross 

Chairman — I am not sure that this is a case m which to take up this 
qu9stion of gross and net The case we want to take up is the case where 
theie is an unexpectedly large receipt which turns over-spending into a 
saving under net 

Page 283 

904 Mr J oshi — There are no budget grants from item No 20 to 
No 53 They aie all unfoieseen Do you mean to say that there are so 
many unforeseen woiks every yeai ? 

Mr Eangasivamy Iyengar — It may have been major works not speci- 
fically provided for m the estimates 9 

Sir F Gauntleti — I think Mr Rangaswamy’s descuption is correct 

There was some more discussion after which the Accountant General, 
Central Revenues was requested to reconsider the form m older to make 
it more self-explanatory 

Page 291 

905 Mr Josln — Providing new furniture, carpets and curtains at 
Belvedere 'There was no budget piovision Was it unforeseen and ur- 
gent ? 

Oh an man — That went before the Standing Finance Committee Is 
it not the case that Lord Reading wanted to buy some furniture m Eng- 
land ? 

Mi Biebner . — When Lord Reading went home about the beginning 
of summer the question came up and we put it up before the Standing 
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Finance Committee and they agreed to an expenditure up to a eeitam sum 
being mcuned 

Chan man — It was not foieseen because as a matter of fact Lord 
Reading had not decided to go home before the budget was piepared 

Page 292. 

906 Mi Das — There is an excess expenditure of Rs 6,87,000 on the 
voted side That is one point and the second point is that the Punjab Gov- 
ernment weie paid Rs 52,000 Why did not our Consulting Engineer 
do it 9 

Mi Biebnei — It really requned somebody who would go and stay 
m Kabul to do it They got a man who went up and spent some weeks 
there m getting out designs We have no staff to do that sort of woik 
In this case we employed an aichitect of the Punjab Government 

907 Mi Neogy — What is the distinction between Butish Legation 
and New Butish Legation 9 

Chau man — I imagine they amount to the same thing 

Mi Rangasivamy Iyengai — It is the new house of the British Lega- 
tion and not the New Butish Legation 

Page, 483 

908 Mi Josh — Why is it that theie is such a small giant 9 

Chau man — It is only foi pui poses of productive woiks m the North 
West Frontiei Piovmee of which tlieie aie very few 

Mr Neogy — There aie unproductive woiks too 

Su F. Gavnilett . — I may explain that all capital chaiges aie brought 
to account m the capital section of the account m detail , then lump sums 
aie tiansfened to the revenue account m lespect of those unproductive 
canals which have to be met fiom levenue 

Page 42 Paiagiaph 56 

909 ill? B) ebner — A revised lule v T as sent to the Seeietary of State 
? few months ago The mam diffeience is that m assessing rent theie 
is now a limit of 6 per cent oveiall for maintenance and repans wheieas 
befoie theie v as no limit Them aie also othei mmoi changes m it so 
that we mil only be able to chaige an otficei lent for the penod the house 
is allotted to him 

Mi A Ranqaswamy Iyengar — In fixing the monthly lent you take the 
chaiges that will be leviable foi the occupation of 12 months and therefore 
for the period that the house is not occupied you get nothing out of it 0 

A — We get nothing 

Paiagiaph 57 

910 M) Rangasivamy Iyengai — Can you tell me what percentage 
you chaige on the investment of fuimtuie 9 

Mi Bi ebner — For officeis we chaige one per cent per month 

Mr Rangasivamy Iyengai — One per cent a month gives you 12 ppi 
cent a year, and it "means 8 yeais’ life 9 

Mi Biebnei — Some have a much longer life 

Q 11 Mi Rangasivamy Iyengai — Do you think that 6 per cent for 
depreciation is a fair allowance foi furniture 9 

Mi Biebnei — The usual rate foi furniture is about 74 pei cent, out 
probably m this case 6 pei cen J would be alnght We only supply solid 
plain furnituie, and nothing else 
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Paiagiaph 5 8 

312 Mi . Bangaswamy lyengai —I do think that if the Government 
modify their rules m legaid to occupation of buildings by Members so 
as to limit the period co the actual period of occupation, it would be veiy 
much better At piesent they aie ehaiged on the whole annual rent 0 

Mi Biebnei — Not quite as much 

> Mi Rangawvami lyengai — Do you think the i ates you chaige aie quite 
fan m compaiison with those which you chaige foi officers 0 Especially m 
xegaid to ( Long wood, it seems to me that if you make the rents fairer than 
at present, piobably the quarteis will be m gieatei demand 

Chau man — As legal ds Long wood, the question was raised last year 
by the Public Accounts Committee, whether you could let out those quaiteis 
which aie leserved foi Membeis of the Legislature to outsiders m the off 
season 9 

Mr Biebner — We have attempted to do so this year Latterly piae- 
ticaily all tlie quaiteis leserved foi membeis of the Legislature have been 
let to officers subject to their vacating at 24 horns’ notice 

913 Mr Rangaswaim lyengai — I leally want to ask you whether , 
having legard to the fact that you let out these quaiteis dunng the off 
season, you will not be able to reduce the lents for Membeis when llieA 
occupy these quaiteis during the session 0 

Mr Biebnei — Still there is a laige deficit 

Mi Neogy — So fai as the Delhi quaiteis aie concerned, some of the 
quarters meant for the Members of the Legislatuie are let out to ruling 
pnnces, and I believe that the depaitment chaiges them fancy rents 

Mi Rajagopalan — We chaige them economic rents 

Chairman — I think we might say that action has been taken to leduce 
the loss on Longwood quarters by lettmg them out during the off season 
bffi that still there is a deficit 

Paiagiaph 59 

914 Mi Biebnei — With regaid to this, I may say that as time goes 
on assistants entering the Secietanat will go m foi these quarters They 
arc not given the option of taking the house allowance and so they aie 
obliged to take the quarteis that we offei them If they lefuse to take 
the quaiteis then they forfeit the allowance 

Paiagiaph 60 

915 Chan man — Are any orders issued under this 9 

Mr Biebner — As a mattei of fa“ct, I suggested to the Finance Depart- 
ment that this mattei might be left oyei until we had the views of this 
Committee The point I wished to> make was that all our quartern are 
let out to Government officials and theiefore they all ge x the benefit of the 
6 per cent limit and there is no point m revising their lents In the second 
place with all lespect to the Accountant General, his figures aie somewhat 
misleading, because the expenditure he has given is very largely expendi- 
ture on special repans which generally take place at long intervals Take 
for instance, -Honoui able Membeis’ Houses In all these cases by far the 
greater part of the expenditure is on account of what we call special re- 
pair? which are only carried out at longer intervals of 5 or 6 years or m 
some cases once m 10 years I have got figuies of what we spent on the 
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quarters m Simla for 1925-26 I will first take the Euiopeau quarters at 
Kaithu The actual amount spent was Rs 5,525 while the actual amount 
recovered m the assessed rent is Rs 4,000, that is to say, a difference of 
about Rs 1,500 For the other European quarters the actual amount spent 
is Rs 1,500 and the amount recovered m the assessed lent is Rs 1427, 
so the excess is only Rs 73 These figures relate to ordinary lepairs only 
Then I have got special repairs too 

, Mr Rangasivami Iyengar — In any case it leaves the capital without 
any return ? 

Mr Brebner — In calculating our rents we allow so much for mteiest, 
so much for special repans and so much for oidmaiy repairs In view 
of ,the fact that all occupants of these buildings are entitled to the bene- 
fits of rule 45, the question I wished to ask was whether there is really any 
point m revising the rent 

Chav man — I do not think tlieie is really much in this 

Paiagiaph 64 

916 Mi. Neogy — Have the revised rules been received m the Audit 
office 9 

Mi Brebnei — This set of rules is m force now These have been 
accepted by Government 

Paiagrapli 66 

917 Mi Bangaswamt Iyeiigai . — Can you not make any impiovement 
on this ? 

Sv Fiedenc GaunUeti — I had a comment on this paragraph that so 
long as the distiibution obtains, it is quite impossible to arrive at any 
accuiate estimate of the eventual distiibution unless you ha\e an accurate 
estimate of the v r oiks expendituie, and it is mainly because the works ex- 
penditure is so badlv estimated that these e\entual distributions ot 
establishment expenditure aie so maikedly different from the original 
estimates 

Mt B Das — That makes youi voiles moie expensive than the Pro- 
vincial Governments 

Chav man — No it is the other way lound 

918 Mi Rangasivami Iyengai . — Don’t you think you can make some 
improvement ? 

Mi Biebnci — We have accepted m two piovmces the Local Govern- 
ments’ offer of a fixed percentage Some of the provinces asked for 
moie and we could not accept then proposals 

919 Mr Josln — In paragraph 59, I had just missed one point There 
is a reference to undesirable tenants and to quarteis not being made avail 
able to all and sundry Does it refer to any Government officials or to 
private people 

Mr Biebner — This refers to private people 

Mi Neogy — If a large number of quarters built for European clerks 
remain unoccupied, is theie any objection to then being rented to Indian 
clerics ? 

Mi Bi ebnet — Certainly not If Indian assistants choose to occupy 
unorthodox quarters, they are allotted to them In fact, there are some un- 
orthodox quarters which are occupied by Indian assistants, now 

The Copimittee adjourned till 12 noon on Friday the 12th August 1927 
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Evidence taken at the 12th meeting of the Public Accounts Committee 
held on Friday, the 12th August 1927 at 11 am. 


(1) The Hon’ble Sir Basil Blackett, K C B , KCSI, Chairman . 

(2) Mr H G Coke 

(3) Maulvi Abdul Matin Chowdhury 

(4) Mr B Das 

(5) Mr A Rangaswami Iyengar 

(6) Mr N M Joshi ' 

(7) Mr K C Neogy 

(8) Sir Frederic Gauntlett, Auditor General "] 

(9) Mr C. W C. Carson, Controller of Civil 

Accounts 

CIO) Mr G Kaula, Accountant Geneial, 

Central Revenues 

(11) Mr T K Rajagopalan, Officer on Special 

Duty 

(12) Mr D C Campbell, Director of Com- 

mercial Audit 

Mr G S Bajpai, Deputy Secretary, Depait- ") Witness 
ment of Education, Health and Lands J 

Mr Bajpai was called m and examined 

V 

920 Mi. Joshi — I want to ask with reference to the foot-note at page 
136, whether the purchase of a new Supei Hea.ter Boiler could not have 
waited till the next year ? 

Mi Bajpai — As a matter of fact when the Budget for the year 
1925-26 was drawn up we did not anticipate that the Economic section 
would be working under the high piessure that it did The authorities 
had engaged establishment and they wanted to keep the section working 
day and night, practically 

Mi Joshi — Couldn’t you ask foi a supplementary grant i 

Chairman — It went before the Standing Finance Committee apd it 
was not necessary to obtain a supplementary giant because there was a 
saving 

Grant No 33 — Depai tment of Education, Health and Lands — page 158. 

921 Mr Joshi — Before we pass on I want to ask a general question of 
Foiests, and that is whether the accounts are being commercialised 

Mr Bajpai — I think that is a general question to be taken up m con- 
nection with the proposal for the audit of receipts ¥e have no com- 
mercialised arrangement at Dehra, Dun 

922 Chairman — We will take that on the Andamans Foiests, if the 
Committee agree Talking on the question of audit of receipts can you 
tell us what is the present position m the Andamans ? 


Were also present. 


Y Members 
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Mr Baipai . — The present position is that the question has not been 
considered at all. The only thing we did considei was the question of 
commercialisation of accounts moie with a view to the cost of production of 
timber and other things being ascertained A system of accounts which was 
prepared by Martin and Co who aie the agents foi the sale of this timber, 
was introduced m the Andamans with effect fiom the 1st Apul 1925. 
Recently m consultation with the Accountant General, Cential Revenues, 
we have prepaied a form which will be mcorpoiated lieieaftei m the 
Audit Report to show the commercial lesult of transactions I may also 
add for the information of the Committee that any transaction which 
passes through Mai tin’s is audited, whether it is on the side of receipt or 
expenditure, six-monthly by the Accountant Geneial, Bengal On the 
question of the audit of receipts, if the Committee want me to say any- 
thing now I will do so 

923 Chau man. — As we have got on tins subject I propose that we 
should regularise the question and keep the Foiests together, dealing with 
both Forests and Forests m the Andamans now What weie you going 
to say, Mr Bajpai ? 

Mu Baypai — I was lust going to say m regard to the audit of 
receipts that we have not considei ed this question before , because the 
bulk of the sales take place through our agents, Mai tm and Co, m 
Calcutta, and there both receipts and expenditure aie audited m the 
oidiaaiy way _ If the Committee want us to undertake this audit of 
leeeipts foi the very, very limited sales that do at present take place m the 
Andamans, we aie quite piepared to considei the question m consultation 
with the Inspector General of Forests 

924 Mi Rangaswann Iyengar — You do not think you are likely to 
have any leeeipts under Foiests on any laige scale eithei m the Andamans 
or elsewhere 9 

Mi Baipai . — Elsewheie we haye no forests , except perhaps m the 
the Noith-West Fiontier Piovmce with which I am not concerned , the 
Foieign and Political Department will be m a bettei position to answer 
that question The onlv aiea v r hich is directly undei us and for which 
we aie responsible is the Andamans As I say, pi&ctically all the sales 
at the present moment take place through Mai tin’s With the develop- 
ment of our scheme of colonisation and the emergence of the Islands into 
the spheie of civilisation it is possible more sales will take place , But 
I cannot say that substantial sales m the islands aie likely at present 

Chau man — So far as the Andamans Forests are concerned, your 
answer is that you are perfectly willing to take up the question , but owing 
to the fact that for the present at anv late the bulk of the sales is done 
through private agency, it is a comparatively small area ovei which the 
audit of receipts will operate 9 

Su F Gauntlett — As a general principle it is almost impossible to 
commercialise the accounts department and to audit those commercial 
accounts without taking up the audit of leeeipts 

Chairman — I see the difficulty 

925 Mr Joshi — I wanted to know the total revenue from these 
Andaman Forests — have you got it here ? 



253 


S 


Mi Baypai — I have nothing beyond what is contained m the accounts, 
but I may mention generally for the information of the Committee, that 
hitherto we have been living m hopes of levenue 

Chairman. — Can you fell us what is the figure of the receipts at 
present 9 

Mi Bajpai — No, Sir, I couldn’t 

MJ Joslu — They are spending more than they get ? 

Mi Bajpat — As I said, we have been living m hopes of revenue 

Su F Gauntlett — It is impossible to compare leceipts and expendi- 
ture unless the accounts aie really on a commercial basis There may be 
a great deal of this expenditure which if the accounts weie commercialised 
would be shown as capital expenditure On the other hand, depreciation 
chaiges and numberless other tilings have to be taken into account It 
is impossible to go by a mere comparison of leceipts and expenditure m 
finding out what the business result is 

926 M) Joslu — For the piesent at any iate it is not a revenue- 
making department but a spending department 

Chau man — No, that is not the point On the figures actually before 
us, it is not possible simply by companng the receipts figuie with the 
expendituie figuie to say wliethei it is oi is not making money, but un- 
doubtedly it is benig opeiated with a view to making money, though, as 
Mr Bajpai has told us, so far at any rate as 1925-26 is concerned the 
piofits were m expectation rather than m actuality 

Mi Bajpai — I may also say, speaking fiom a ceitam amount of 
experience of a similar position in the United Provinces — that theie also, 
to begin with, we had moie expendituie than revenue because capital 
expendituie was necessary m older to get the organisation properly 
functioning , and the same applies to the Andamans We have got to 
set up our machinery and get it woilang properly before we can except 
any returns 

927 Chau man — Have you not got commercialised accounts for the 
Andamans ? 

Mr Ba ipa\ — These have been introduced with effect from this 
year The pi o forma account is probably going to appear m the Audit and 
Appropriation Eepoit foi 1926-27 

Page 417 

928 Mi. Das — Note A -3 (3) says “ Due mainly to the following nor 
having been puicliased although piovided for (1) Band Saw Mill, (2) 
Mechanical Transport (3) Band resaw for Calcutta yard of Messrs 
Martin and Co, (4) installation of wireless m North Andamans” 
What does this mean ? 

Mr F Gauntlett — The point is why should the Government be buy- 
ing stores for a pnvate company 9 

Mu Bojpai — So far as that is concerned , we undertake, according 
to the terms of the agreement, to maintain this yard and supply all 
machineiy 

Mi Bangaswaim hjengau — It is your property ? 
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Mr. Bajpai — Yes We provide the land, we set up tlie buildings 
and provide the machinery 

Mr. Das. — At Calcutta 

Mr Bajpai — Yes 

929 Mi Cocke. — They get a commission on the sales 13 

Mi. Bajpai — Yes they do get a commission on the sales 

Mi Cocke. — The Staff is your own ? 

Mr Bajpai — I have no defence to offer for that It is rather the 
timber for which we pay , and clerks, accountants, salemen’s etc , are main- 
tained and paid by the company 

930 Mr Ncogy — But why was a large piovision made but not 
utilised 2 

Mi Bajpai. — I have no defence to offer for that It is rather the 
practice of the Chief Forest Officei m the Andamans to make provision 
on a large scale for these things 

Chairman — Was it not particularly due to the fact that there was 
a slump m timbei m the year m question and it was decided to go 
slow ? 

Mi Bajpai — Yes that is one explanation offered 

931 Mi. Cocks. — Have you any figures as to the value of these 
forests m the Andamans — I mean what is likely to happen m the future 13 

Mi Bajpai. — I can merely say that our Inspector General of 
Forests hopes that the Andamans will be the most valuable asset of the 
Government of India m regard to foiest produce, so far as the directly 
admimsteied territories aie concerned , but I do not know whether any 
actual estimate of the total value of the forests has ever been made 

932 Chairman — Have you ever had anything like a complete 
survey of the Forests ? 

Mi. Bajpai — Yes , the whole aiea capable of exploitation and 
development has been mapped out 

Mi Bangaswaim Iyengar — May I know if you are developing the 
Andamans Foiests fiom a business point of view or are merely cairymg 
on the work on account of the settlement there 13 

Mi. Bajpai — I think the Forests m the Andamans are being 
developed exclusively from the commercial point of view 

933 Mr Rangaswami Iyengar — And your chief consideration is to 
develop them m expectation of a profit You expect profits m due course ? 

Mi Baipai. — Yes 

934 Mr B Das — May I enqune if the Railway Department are 
buying wood from the Andamans foi the manufacture of first and second 
class carriages ? 

Mi Ba'ipai — -Martin’s aie the agents and they will be able to say 
whet h pi any timbei is supplied to the Railway Department or not 

Mi. Das — I find from youi repoit that the Andamans supply some 
■walnut and othei -woods and I want to know whether the railways aie taking 
advantage of these woods 
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Bajpai . — I dare say there are several kinds of woods — rosewood, 
padauk, etc. 

935 Sir F Gauntleit —I think Mr Campbell would he able to give a 
further answer to what Mr Cocke asked just now about the valuation of 
loiests This question has been gone into m some detail m Madras 

Mi Campbell —Madras is the only province where we have got a re- 
liable estimate of the forests, because away back from the year 1860 or 1870 
they haie kept proper block accounts for each aiea they have been regene- 
rating Every year f they regenerate certain areas They have got the 
costs f oi each aiea right up to date That is why m Madras we have got 
the best commeicial accounts for foiests of any province m India We 
commeicialise m small divisions , we find that much more satisfactory 
than, commeicialismg large surveys We find it more satisfactory to keep 
it down to small blocks 

Chairman — Aie they remunerative ? 

Mr Campbell. — Tlnee out of four are showing a net profit after 
making allowance for depieciation and for chaiges such as a charge for 
stationery and ceitam other minor chaiges winch non-commeicial con- 
cerns are not charged The figures are given bv the Auditor Geneial 

Sir F Gawitlett — I may say with leference to what Mr Campbell 
said just now, that we do not attach any specific value to the block of 
timber standing m these areas, except the actual cost which has been in- 
curred on regenerating those aieas 

Chan man — We will go back now .to the Department of Education, 
Health and Lands, Giant 33 at page 158 

936 Mr Neogy — There is no explanation with regard to the saving 
under C and E -2 

Mi j Bajpai — I shall deal with C first The bulk of the saving was 
under travelling allowance What happened was that a numbei of our 
clerks, at the end of the Delhi season instead of coming up to* Simla, went 
on leave, and their travelling allowances for coming to Simla have to 
go into the accounts foi the next financial year (’ 

Chairman — It is a veiy small matter and perhaps the Auditor General 
did not think it worth mentioning 

Mr Buip”: — With regard to E -2, there are three explanations which 
I think the Committee are alieady familiar with The first is the number 
of vacancies, the second is that Some people got leave without pay, and the 
third is the non-utilisation of leave salary winch is provided foi under this 
head 

Chan man — The saving is not a veiy large one 

Mr. Bajpai — Only Rs 3,000 

937 Mi. Neogy— With regard to contingencies, we find that many 
other Departments have saved a little and this is the only Depaitment 
m which it has increased 

Mr Bajpai —The explanation of the increase m our Contingencies is 
given here What happened was, as members of the Committee who also 
happened to be membeis of the Legislature at the time, are aware that we 
were carrying 0 n negotiations with British Guiana with regard to’coloniza- 
tion We had to get some information by telegraph to place before the 
House 
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Chairman — That is D. — 1 ‘ the excess %vas due to some lengthy foreign 
telegrams” We are now dealing with E -4 — Contingencies 

Mi Bajpai. — I beg your pardon The explanation heie is that we 
had made provision foi a meeting oi the Members of the Histoneal Records 
Commission which assembles every year When we were framing the 
Budget we did not anticipate that an Exhibition -would be attached to this 
Historical Commission, an exhibition oi manuscripts, pictures and other 
things. This expenditure w r as mcuired I think for the carriage of the 
exhibits and the piovision of furmtuie, etc 

938 Mu Neogy — It says “ paitly to increased share of charges for 
the Commerce Department Recoid Room at Council House Stieet, Cal- 
cutta ” Are you recpuied to pay lent loi any space you occupy there ? 

Mi Baj'pai — Yes, the building belongs to the Posts and Telegraphs 
Department oi ratLei the Depaitment of Industues and Labour who are 
m charge of it, and they eliaige all othei departments of Ihe Government 
a pio lata share of the rent 

Chairman. — That is one of the lesults of commercialising the Posts- 
and Telegraphs We now come to page 179 

939 8a F. Gauntlet i — Befoie v r e pass on I would like to say with 
regard to one or tv r o questions Mi Neogy has asked that the volume of the 
leport alieady contains 500 pages and it has been said to be too big, with- 
out adding explanations on eveiv small vanntion m the accounts 

Mi Neogy — The total saving m this ease was Rs 200 and we might be 
, din wed to examine the details 

Chav man — Theie is no objection to that Sn Frederic simply asked 
a question as to whether it is necessary to go into every casual variation of 
no importance We will now pass on to Grant No 44 — Survey of India 

940 Mi Joslw . — I want to ask foi information , there is some refer- 
ence here to the Bonnie Biae Estate 

Mu Bajpai — The Bor -me Brae Estate is property which w T e wished to 
acquire foi our offices m Shillong Piowsion was made for the purchase 
of this estate when the Legal Remembrancer discovered a defect m the 
title , so w r e thought the best thing would be to acqune the land under the 
Land Acquisition Act By the time these proceedings w 7 eie over the Grant 
had lapsed 

Mi Neogy — Do you pay lent at present ? 

Mi Bajpai — We w T eie paying rent foi the premises then occupied- 
It w r as a private house, but now I think the land has been acquired and we 
are going to put up oui own offices 

941 Mi Code. — What is the explanation foi all these savings under 
* General J 0 

Mi Bajpai — The position, as I daresay the members of the Com- 
mittee have discovered for themselves, is that there have been excesses under 
voted heads under D which are set off by savings under corresponding 
sub-heads under E There were certain paities working for Provincial 
Governments and the explanation offeied is that when the Survey oi General 
Lad actually launched Ins operations he found that the various Provincial 
Governments weie not prepaied to work up to piogiamme and therefore he 
had to switch them on to the work of the Central Government It was for 
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tins leason, suggested last year that D and B should be combined, and 
that has been done now I may also mention for the information of the 
Committee that Sn Fiedenc Gauntlett has been good enough to express 
satisfaction with the better result shown this yeai , I may add that we as a 
Department are not yet quite satisfied ' 

Sir Fi edc i w Gauntlett — In that ease I withdraw my lemarks ' 

Glia'll man — Next we come to the Store Account at page 186 

942 Mr Das. — I have a question to ask here You will find under 1 
(in) that some instruments were returned as useless 

Mi Bajpai — That is not the position By “ instruments no longer 
required ” are meant instruments which have been actually issued to the 
vanous Government Departments, and returned by them to the Mathema- 
tical Instruments Depaitment as not required by them 

Mi Das. — But do you find them useful ? 

Mi Bajpai — Of course , they are available for re-issue 

943 Mi Das. — I am satisfied On the next page 187 there is an entry 
“ Matenals m stock for the manufacture of instruments Rs 2,16,136 ” 
Don’t you think that is a veiy large item ? 

Mi Bajpai — The demand varies from year to year and we have got 
to be prepared for all emergencies, as it were You cannot generalise from 
the results of one year 

Chairman — Are you satisfied that that is not an unnecessanly large 
amount of material to have m stock ? 

Sir F Gauntlett — It might be eompaied with item (III) on page 186, 
on the credit side, Rs 2,25,449 Piactically it is one year’s supplies 

Chau man — Then we go back to the letter pi ess at page 36, para- 
giaph 44 

944 Mi. Rangaswami Iyengar — What is the piesent position ? 

Mr Bajpai — The present position is that the Surveyoi General is 
not quite satisfied with the allotment that has been made for the provision 
of storage accommodation , but he is quite willing to introduce these com- 
mercial accounts, which have been piepaied m consultation with the Ac- 
countant General 

Chav man. — You think you mil have a proper account by the end of 
the yeai ? 

Mi Bajpai — I do not know whether theie will be a proper account in 
the Report for 1926-27 , but I think there will be m 1927-28 

945 Mi Cocke — With lefcrence to paragiaph 45, is this not a 
serious mattei, a clerk being entrusted with disbursement who is also look- 
ing aftei the accounts ? 

Mi Bajpai — As the Committee will have observed fiom the explana- 
tion here, or lather the statement of the action taken, we censured the 
officer m question and issued special mstiuctions to the Surveyor General 
that- it should not be lepeated The officei concerned has been asked to 
refund Rs 1,200 

Mr Rangaswami lyengai . — The point is we aie told that it is not due 
to any defect m the system and yet you find the cleik, who was usually 
Hi 64 m 
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entrusted with the disbursement, was able to appropriate the excess amount 
in spite of the system ? , 

Mu Bajpai — I don’t think so , The position is that if the supervising 
officer had exercised the check which he is lequned to exeicise, this thing 
would not have happened 

946 Chau man — That means the si stem does permit of the same clerk 
being enti usied with the piepaiation of the monthly bills and the disburse- 
ment of the money 9 

Mr Bajpai — That is peiicctly true 

Chau man — Is that a system which you think is satisfactoiy 9 

Mi Bajpai — But the supervising officer is supposed to check the dis- 
bursement fiom time to time 

Mu Ran'gasivami lyengat — The point is not that The point is 
whether the same man should be entrusted with both duties 9 

Mr. Bajpai — Theoietically it is open to objection but foi eier so many 
years it seems to liaie woiked without any damage 

Chart man — Now that it has not worked, is it still being continued 9 

Mr. Bajpai. — In one case only has it not worked ? 

Chau man — It is a geneial puneiple, I believe, tliioughout the Gov- 
ernment that as a lule the same offieei should not be enirusted with both 
duties / 

Sir F Gauntleit — Wheie you have an office m which there is more 
than one lesponsible cleik, it ceitamly should be earned out 

Mi Kaula — Tlieie aie no legulations anywhere about it The only 
case m which it anses is m i eg aid to stoies The clerk who piepaies the 
bills foi stores should have nothing to do with disbursements 

947 Mi Rangasicami Iyengau — But take the extreme case Do you 
think the man who is m cliaige of the cash should also be lesponsible for 
the account 9 

Mi Kaula — Peisonallv I agiee path you I don’t allow' the clerk 
who piepaies a bill to effect the disbuisement , 

Mr. Campbell — It is just a case of contx ol Woik should be supplied 
for as many people as aie concerned In connection with wages, a dozen 
men are engaged m connection wuth bills and the checking of statements 

Chau man — That, of course, m a large office In a small office it is 
moie difficult 

Mi Rangaswami lyengat — You mean to say theie is only one man. 

Mi. Bajpai — Theie is only one 

Chau man — Special provision is obviously necessary 
Giant No 47 — Botanical Suivey 

948 Mi Joshi — I want to know whether the department can’t pro-' 
duce its own cinchona bark here 

Mr. Bajpai . — We are trvmg to pioduce our own bark, and for that 
purpose we acquned this plantation m Mergui m Buima , but the existing 
purchases are made m connection with the agreement enteied into with 
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Howards m 1918 This agreement does not come to an end till 1928 So 
Tinder the terms of the agieement we have been buying tins bark 

Mr. Bangasivavu Iyengar. — Aie not the Madras cinchona farms able to 
produce very much moie than they do 9 

Mr. Baipat — The leason vhy we aie not asking them to pioduce up 
to their full limit is that we bar e got tins conti act So far as I know, 
there is no intention of continuing this conti act beyond 1928 

Mr Rangasivami Iyengar — We might lefer to it 

Chairman — As a matter of fact, we hate referred to it We had a 
discussion on the last occasion 

Mr. Rangasivami Iyengar — We may express our opinion that after 
this contract it won’t be renewed 

949 Sir F Gauntlett — Tlieie is a very laige saving on this head. 
Theie was a still larger saving last year 

Mr. Bajpai — That is the explanation , that under the terms of the 
agreement we may eithei have to buy the maximum of 28,000 pounds or 
the lower limit which is 8,000 pounds And we do not know when we are 
drawing up our budget how much we shall be required to purchase 

950 Mr Rangasivami Iyengar — We might express the hope, Sir, that 
it won J t be renewed 

Chairman — I would suggest that we ha\ e not had the evidence before 
us I think the Government’s view is that we undei stand this contract 
has given a certain amount of tiouble and will not be renewed It will be 
better than expressing an opinion It is a long stoiy and there are of 
course quite stiong arguments on the other side But I think the balance 
of the aigument is m favoui of not continuing the contract We can say 
we understand the contract will not be renewed 

Mr Ba ipar — The Committee might like to have their attention invited 
to the fact that at the time when this contract was made the world price of 
every commodity was very high and we got better terms firm Howards 
than anywhere else 

Page 194. 

\ 

951 Chair man — Theie is a saving again under provincial Go 1 ernments 
expenses for the same reasons 

Mr Bay par — The savings under Bengal have a special explanation of 
their own What happens is that thev convent. oui baik into quinine sul- 
phate and then sell it Anv amount ulnch m acquired by sale goes towards 
the reduction of the amount we have to pay them foi the manufacture 
The more the sales, the greater the amount available foi the revision and 
improvement of the factoiy 

Chairman — Is that correctly shown, if it is the net figure? 

Sir F Gauntlett — -No, Sn, I should have pieferred both to be shown. 

Chairman — The position ,s that you pay the piovmcial Goa eminent the 
nett result 

Mr Rangasivarm Iyengar — You think the provincial accounts will 
show the full statement 9 



Chairman — It is a question foi the piovmcial accounts then to show 
it I think this is correctly shown lieie 

Page 195 — Store Account. 

952 Sir F Gauntlett — I think I might remaik, Sir, that Mi Campbell 
has recently had an officei at Mungpoo and I think he has also been there 
himself and we hope to get the accounts at Mungpoo on a commercial basis 
from 1928 

Chau man — What about the othei one 9 

Mi Campbell — Naduvattam is commeicialised now, Sn 

953 Mr Das — I find the quantity m stock is 120 million pounds 

Mi Bajpai — It ought to be 120,000 pounds because our contract 
with Howards is to bu 3 r not more than 28,000 pounds a year I don’t see 
how this could run into millions I will be able to "verify the matter. 
I shall find it out from my depaitment 

954 Si) F Gauntlett — Theie is one point that lemams, whether it 
is millions or thousands, and that is the size of the stock, 

Chau man — Yes, whethei it is millions or thousands, do you need 
a large stock m hand 9 

Mi Bajpai. — Yes , we aie building up a big stock because of the 
possibility of the teimmation of the agi cement But I am certain it is 
not millions 

Mi Kaula — It will be noticed that the accounts weie not audited 
Giant 48 — Zoological Survey 

955 Chairman — The next vote is 48 — Zoological Survey We draw 
the attention of the witness once again to the over-estimation of the leave 
salary and over-estimation of pay of officei s and establishments, — strictly 
pay of officeis m this case 

Page 199 — Explanation / E 

956 Chau man — A veiy laige saving It is said to be due to the 
smaller extent of the Dnector Geneial s libiaiy and the non-utilisation 
of the provision foi publications 

Su F Gauntlett — I might diaw youi attention to the figure under 
H It i athei looks as if money, instead of being spent on the library, was 
being spent on the pui chase of antiquities 

Mr Bajpai — Well, part of it was utilised, Sir, but the real reason 
foi our not being able to spend the whole of the sum was that the publica- 
tion of the monogiaph on Sancln was not completed It has been pub- 
lished since 

Chau man — And a veiy fine monogiaph it is 

Su F, Gauntlett — And the money was possibly used under H 

Chau man — We definitely authorised leappiopnation fiom D to H. 

Mi Bajpai — And the explanation of that is that the Director Gene- 
ral of Archaeology geneially utilises any savings there might be, to. pur- 
chase antiquities which are of national value The actual amount spent, 
depends on what is left ovei at the end of the year 

Mi. Fcogy — With the sanction of the Finance Departments 
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Mi Bajpai — Yes 

957 Mi Das. — Regarding the aielneological museum at Taxila, isn ? t 
it intended to build a museum at a bigger centre 9 

Mi Bajpai — Well, fiom time immemoiial Taxila has been known 
as one of the museums of India , it has been the centie of Buddhistic 
activities, cultuial as veil as religious 

Mi Neogy — You must not judge of the importance of places by 
their present smallness 

Mi Das. — How about building a museum at Patna 9 

Mr Bajpai , — There is one already which the Local Government have 
built 

Grant 51 

958 Chan man — There is an excess vote here All accounted for 
by C-4 9 

Mr. Bajpai — Wliat happened was that we sanctioned, I think, quite 
early m the present century an annual grant of Rs 5,000 a year to the 
Asiatic Society of Bengal, m Calcutta, which issues historical publications 
from time to time During the year 1923-24, I think the Society were 
enabled to send in an application for grant because the Secretary had 
died and the affairs of the Society were m some confusion The following 
year they came up with a request , not merely for a grant for that year 
but for the previous year also So the Government of India decided to 
make a lump grant of Rs 10,000 and pay it during the year It was treated 
as a special case The actual application for the grant was received at the 
time when the budget was framed The matter was taken to the Standing 
Finance Committee 

Chairman — So far as the excess vote is concerned, it is one that was 
coveied out of the reserve and was regarded at that time as a perfectly 
legitimate method of covering excess 

Bose Research Institute. 

959 Mr Neogy — My impression is that this institute gets a fixed 
allotment of a lakh a yeai How is it they wei e paid less 9 

Mr Bajpai — The explanation of that is that a certain firm to whom 
the Research Institute had advanced some money went into liquidation ; 
and certain sums that were received from the liquidators were credited to 
Government instead of to the Institute 

960 Mi Neogy — Are you going to pay it back to the Bose Research 
Institute ? 

Chairman — I suppose the position is that Government originally made 
good the loss Why should Government get the benefit of the dividends 
from the firm of liquidators 9 

Mr Bajpai — I think we objected to Sir Jagadish Bose having spent 
the money like that and not having made sure of the financial solvency of 
the firm with which he was dealing 

Chairman — I suppose the money was paid out by the Government m 
the first instance 
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Mr Bajpai — The money is to be spent on the Institute and not meant 
to be given to insolvent firms. 

1 S hr F Gauntlett, — It raises the rather important question of following 
up the grants m aid 

Grant 52, Fducation. 

961 Mr. Das — I only object to the grant of Es 13,000 to the Calcutta 
University. 

Mr. Neogy — It was not provided for m the beginning 

Chairman — The Es. 13,000 will be paid. It was really m connection 
with the Minto professor-ship of economics that this grant was made We 
have been paying it since 1910, but it was m the year 1923, that the question 
of the legality of this grant by the Government of India to institutions 
which were really provincial was taken up , and we had to go to the Sec- 
retary of State to obtain his sanction to these grants There aie a number 
of other giants like this There is for instance a grant of 
Es 3,70,000 which we pay to the Countess of Duffenn Fund 

Chairman ( To Mr. Das) — You must laise an objection m the Assembly. 

Page 204 

962 Cha r rman — This excess amount is covered by the Aitckison Col- 
lege and the reseive That is easily explainable 

Sir F. Gauntlett. — It is not completely covered by the reserve, Sir. 

Grant 53, Medical Services 

963 Mr Neogy — The non-publication of maps and charts requires 
explanation 

Mr. Bajpai. — It was not a measure of economy at all Our Public 
Health Commissioner thought he would put m certain charts m the report. 
Finally he found the provinces were not able to furnish him with any maps 
and so the money lapsed 

964 Chairman — Under A -5 contingencies, there is a big saving 

Mr Bajpai. — The explanation is given m the report The Director 
General was not at fault although he might have sciutimsed the thing more 
carefully It was the Controller of Printing and Stationery who asked 
him to include this amount under contingencies, and he did it 

Page 206 

965 Mr Das. — I would like to know what service it does to the 
country — tins X-Eay Institute 

Mr. Bajpai — The bulk of the work of course is done for the military 
and Army Department They have their own station hospitals and so on 
They send patients there for treatment, and m addition to that, all the 
stores required by the various military hospitals are supplied by this Insti- 
tute As regards service to the country Anybody is at liberty to go and 
get treatment The second service it does to the country at present is that 
there are two instruction classes held every month, 28 seats being reserved 
for the military and 22 for private people and nominees of Local Govern- 
ments I would like to point out to the committee that at the time that 
this X-Eay Institute was foimed m 1906, there was no such t hin g as 
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reserved and transferred subjects, and the Government of India had 
responsibility for all. 

966 Chairman . — I think D -4 is an important item 

Sir F. Gauntlett . — There is a special note on that in page 207 

Chan man — Have you anything to add to that 9 

Mi Bajpai — The Dnector General says that Rs 27,700 is the total 
expenditure, and that only two-thirds of this is debitable to central 
revenues and one-third to the military In other words, instead of showing 
the share of the civil administration, the whole expenditure has been shown 
here 

Mr Joshi — The point (at page 207, note at the bottom) is that the 
statement given by the Dnector General did not agree with the actual 
expenditure recorded m the accounts 

Mr Bajpai — The Director General says the total expenditure was 
Rs 25,000 and that only two-thirds ought to be debited to this head The 
matter was under reference and there has been no decision reached 

s 

Mr. Joshi — Is the Accountant General satisfied as to this explanation 9 

Mr. Kaula. — If he was satisfied this note would not have been here. 
We are waiting foi orders 

Page 209, Store Accounts. 

967 Mi Bajpai — I think, Sir, the Committee wanted to inquire from 
us generally as to what we had done m this matter 

Chan man — That arises really on paiagiaph 49 of the letter press 
page 39 

Mr. Bajpai — The wish expressed by the Committee on the last occa- 
sion was that, if we weie not likely t'o lequire any of these obsolete or 
obsolescent appaiatus, for our own use, we might as well give them 
away Recent ’v a letter has been issued to Local Governments contain- ng 
a list of these obsolecent stores We have inquired whether there are any 
institutions to which they can be given away 

Mr Rangaswami Iyengar — You have tried to dispose of these unser- 
viceable stores 9 

Mr Bajpai — Wc really have to give them away 

Chan man — Well, we expiessed the view that it is better to give them 
away 

Mr Rangaswami Iyengai — I know there aie some private institutions 
in Madras -who would be glad to get them 

Mr Bajpai — I don’t think we would give them away for profit 

Mr Neogy — Are regulai accounts kept of stores 9 

Mr. Bajpai — Yes 

Mi Neogy — He says heie “ no regular accounts were hitherto main- 
tained ” That is the position stated m tins repoit 

Mi Ba'ipai — That is because originally they kept no soit of accounts 
of the value of stores They merely maintained a list of stores 

968 Chairman — I want to follow up the question of getting rid of 
obsolescent stores Does nobody want them 9 
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Mi Bajpai — The question of giving away of stores has been takes 
up very recently Befoie that we wanted to sell these things We sent 
round lists to Local Governments and any medical institutions who might 
want to purchase them and, geneially, we drew blanks We could not sell 
them When this committee decided that we should give them away, we 
issued a lettei to Local Governments I think the value at the current rate 
of exchange of these obsolescent stores is Rs 2,90,000 On lecemng leplies 
from Local Governments, we shall proceed to distribute this stock 

969 Mi Neogy — How is it that m one year the value of this has gone 
from Rs 53,000 to Rs 3,87,000 9 

Sir F Gauntlett — There is a note about that The one is a meie 
declaration and the other is what is thought to be a suiplus oi obsolete 

Mi. Neogy — Considered by whom 9 

Mi Bajpai — Considered by the Superintendent of the Institute And 
1 declared ’ by the Supeimtendent, after consulting the Dnectoi General of 
Indian Medical Service But the explanation of this mci ease really is 
that after the instructions which we had from the Committee last year, 
we asked the Superintendent to put away definitely m the category of 
obsolescent or obsolete stores, those which he could not dispose of 

Mr. Rangaswami Iyengar — In other words, you think that every- 
thing that has been considered surplus has been declared obsolete 

Mi Bajpai — Yes 

Mr Rangaswami Iyengar — In previous years you kept a distinction 
between what was considered and what was declared ? 

Mr Bajpai. — As a matter of fact, I have come across it for the first 
time this year 

Sir F. Gauntlett — I think there is an explanation One is formal 
declaration and the other is merely expiession of opinion, purely un-offieial 

Mi Rangaswami Iyengai — That is tiue, but why didn’t they follow 
up that declaiation ? 

Mr Bajpai — We are tiymg to get rid of the “ considered ” things 
as well as the declaied things 

Page 213 

970 Sn F. Gauntlett. — I have a note on C -2 5 The budgeting 

appears to have been defective The Public Accounts Committee might 
like to inquire why the piovmcial revenues could not be taken into account 
in framing the budget 

Mi Bajpai — The explanation is that the decision to share this expendi- 
ture between the Provincial Government, the Government of India and 
the Poit Trust was reached rather late m the year 

Chairman — The matter went before the Standing Finance Committee ? 

Mr Bajpai — Yes, Sir 

Page 214, Put chase of set um bottles 

971 Mi. Neogy. — Why was there a laiger reserve than necessaiy ? 

Mr. Bajpai — W e have now reduced the provision under each one of 

these heads I can give you the figures for 1927-28 Rs 20,000 was pro- 
vided for bottles m 1924-25. Only Rs 6,000 has been provided this year 
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Page 215 

972. Mr Cocke — The deposits lose m the Indian Research Fund : 
whose deposits are those 9 

Mi Bajpai — The deposits of the Indian Reseaieh Fund Association. 

Mi Neogy — They are peimitted to fund their saving 9 

Mu Bajpai. — The reason is that when the Government of India first 
decided to make a grant of 5 lakhs a yeai to the Indian Research Associa- 
tion, the idea was that whatevei was saved should be available for the 
foundation of a central research institute and capital expenditure theieon 

Mi Neogy — What soit of audit is done with regard to its internal 
accounts 9 

Mr Rajagopalan — The audit is done by the Pay and Accounts Officer. 

Page 219, (a) (5) 

973 Mi Neogy — There was a very large saving, Rs 28,000, on 
account of the transfei of printing from private presses to the Govern- 
ment Press ? What is the explanation 9 

Mr Bajpa/i — The figures entered m the Agricultural Adviser \s Budget 
were based on the actuals of the last three years The Controller of Print- 
ing and Stationery saw no reason why the publication work of the Agri- 
cultural Adviser should be done by private agency and he thought it ought 
to be done by the Government Press 

Chairman. — Does that mean there was an actual saving 9 

Mr Bajpai — It means a saving so fai as this head is concerned 

Chairman — Does that mean that the Government printing is done 
free ? 

A . — Yes 

974 Sir F Gauntlett — (a) (6) (2) The supplementary estimate was 
necessarily large , I have raised the question whether it is desirable to take 
grants until the end of the year 

Mr Bajpai — The onlv explanation I can give the Committee is that 
the proposal for this expendituie actually materialized m August 1925. 
At that stage the Agricultural Adviser was asked whether he could anti- 
cipate savings, undei any heads and he said definitely he could not 

Chairman — It was something of the nature of a new service 9 

Mr Bajpai — It was an entirely new service 

Chairman — Paitly also, ue wanted to bring it to the special notice 
of the Assembly The supplemental y giant was to be sanctioned by the 
Legislative Assembly , I think theie was a leason for getting their approval 

Mr Bajpai — There were three things One was the Anand Ceremony, 
the second was the sugar cable service, and the third was Rs 85,000 
for the fumigation of imported American cotton 

Mr Rajagopalan — Rs 29,000 was surrendered as soon as it was known 
it was not required 

975 Chairman — The estimate foi the Creamery seems to have been 
rather far out 9 
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Mr Bajpai — They were just making a beginning- at the time and there 
weie no data to go upon at all Rs 55,000 was provided for the develop- 
ment of the creamery and owing to the slump m the demand, they did 
not develop it to the extent they originally intended 

976. Mr B Das —Are they doing any useful work ? 

Mr Bajpai . — They are doing both educative and commercial work in 
Bangalore and Wellington. 


Page 223 

977. Sir F Gauntlett. — The saving was more than the whole of the 
supplementary grant 

Mi Bajpai. — I may state foi the information of the Committee that 
we did adopt m the last Budget the system of a lump deduction from the 
Agricultural Adviser’s Budget 

Page 225 

978 Mi B Das — You did not acqune the land under the Land Acqui- 
sition Act ? If so, you still have got to pa\ ? 

Mr Bajpai — We took the farm oiei tiom the nnlitaiy so there was 
no question of land acquisition 

979 Mr. Cocke — I would draw attention to the footnote on page 225. 

Mi Campbell. — My report to the best of m 3 r leeollection is mainly 
m connection with the valuation of the assets, — nothing of importance 
which will affect the piofit except the question of the -valuation of assets 
and depreciation 

Sn F Gauntlett — If there are any points to which you call special 
attention m your repoit which you deem worthy of bringing to the special 
noice of the Committee I think they should be exti acted 0 

980 Mi. Bajpai — There is one general statement m regaul to these 
two losing concerns We ourselves have taken up the question of separating 
what you might describe as the commercial side fiom the puiely educa- 
tional and experimental side 

Chan man — There is a whole lot of these trading and commercial 
accounts following 

981 Mr. B Das. — I would lefer to the balance sheet on page 232 
Can the item of Rs 9,616, loss up to the pievious year on the light hand 
side be explained ? 

Sir F Gauntlett — I presume it means that m one veai tlieie was a 
profit of Rs 982 and m the other years the gi oss loss was Rs 9,616 

Mr Campbell — These accounts are not m the foim m which I 
present accounts , they are m the form m which they appeared m the 
Accountant General’s accounts foi some yeais, I undei stand The ques- 
tion was disevissed as to whethei a proper commercial foim should not be 
embodied m tins statement This is explained m connection with the 
trading accounts for Karnal on pages 226-229 There is a lot of informa- 
tion which is really not necessary which does not appear m my trading 
account 
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982 Chairman. — I would commend to tlie Department to consider m 
consultation with the Auditor General the question of the form m w 7 hich 
these aie exhibited 

Mr. Cocke — I notice the balance sheet on page 232 is signed by your 
Assistant Director f 

Mr Campbell — The figures have all been checked with my own 
accounts It is merely a question of presentation 

983 Sir F Gauntlett — I would suggest minute details of these trad- 
ing accounts are not really necessary for the Public Accounts Committee. 

984 Sir F Gauntleit — There is one important comment on page 236 : 
Rs 11,000 loss due to deaths, — that of course was due to a serious outbreak 
of disease The loss on page 237 is veiy heavy, paitly due to that 

Mr Bajpai — These were imported cattle and theie was an outbreak. 

985 Mr. B Das — Page 239, fees realized about Rs 3,700 Is it 
satisfactory that you should charge these small fees fiom students who come 
from all over the countiy # 

Mi Bajpai — We have to take fees if we are going to run these as 
paying concerns 

Mr B Das. — But you have lost so many thousands, otheiwise ? 

Mr Bajpai — But the fees do go some way to make up the loss 

Mi B. Das — But you should consider that students travel from the 
Punjab, the United Provinces, from all over the country to learn the dairy 
system there 

Chairman — It is foi the Provincial Government to defray the expenses 
of any such concession. 


Faragiaph 49 

986 Mr. Bajpai — The position is that we are now considering the 
proposal that hereafter these officers should not be allowed the concession 
unless they make out a special case for it 

* 

Pai agracph 51 

987 Mr Bajpan — This was leally the mistake of the Agricultural Ad- 
viser and he has been warned to be more careful m future We have com- " 
municated your comment to the Agricultuial Adviser, that responsibility 
attaches to the Head of the Office who signs the bills 

988 Chan man — Veterinary services we have got an excess here, and 
there 'was an excess last year This is an unsatisfactory form of excess 
because it is, as far as I can see, due directly to the action of the men m 
charge 

Mi. Bajpai — I shall not be able to make an explicit statement on the 
subject because the case is sub judice 

Chairman — We have got to recommend to the Assembly some action 
in regard to this excess under Civil Veterinary Services 
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Mi Bajpai — This is explained by the various details under the various 
heads 

989 Chaw man — We have got to satisfy ourselves fust and then put 
up a leport to the Assembly to certify to them that they should vote this 
excess It is a little difficult m those encumstances to say that we under- 
stand that the question of disciplinaiy action is undei consideiation unless 
at any late by the time we piesent the report m the Assembly the Depart- 
ment is m a position to say w hat action has been taken 

Mi Bajpai. — I fear it Mill not be possible 

Mi. Kaula — The excess is coveied by the allotment out of the reserve, 

Chan man — What is the leal leason for the excess * 

Mi Bajpai — I have nothing to add to the vanous details put forward 
here The bulk of the supplementaiy giant is explained on the giound 
that we had to meet hea\y demands foi sera from the prounces I have ob- 
tained figures for the receipts Wheieas the estimated receipts from sales 
were 7 lakhs the actual leceipts weie 12 lakhs A supplementaiy estimate 
of Rs 85,000 was piesented m Febiuaiy 1926 

990 Chaa man — How is it that that supplementary estimate was in- 
sufficient ? Does it not show- some lack of knowledge of the progress of 
expenditure ? 

Mr Bajpai . — I think it shows a lack of foresight on the pait of the 
officer, he pitched the demand lower really than was necessaiy for Ins pur- 
poses 

Chan man — The Committee would be m a position to say that this 
excess was actually covered by appropriation from the leseive but at the 
same time there is no special explanation before us why this supplementary 
demand was insufficient ? 

Mr Neogy — The indication m explanations ( d ) to (c) is that m 
consequence of the pievalenee of some severe disease, there was an unpre- 
cedented demand from Piovmcial Governments foi seia and \ accrues 

991 Chaa man — ( h ) is a particularly bad case Rs 13,000 was first 
asked foi, making a total of Rs 17,000, m Febiuaiy 1926 the actual ex- 
pendituie w r as Rs 40,000 moie 

Mi Bajpai — It w r as moie or less guess-woilc on the pait of the officer 

Chaa ihafii — When you w r ere befoie us a yeai ago you intimated that 
you would be overspending m this giant m the next year too, so that I 
think this leally arises on paragiaph 56 

Chan man — I suppose this question of the irregulanties will have to 
come before another Public Accounts Committee The matter is sub-judicc. 
We shall have to diav r attention to this being sub pidioe. The Public 
Accounts Committee of next year will have to examine it Of course it 
is a little bit difficult to lecommend an excess vote to the Assembly when 
you have not got the facts 

Mi Baipai — The irregularities aie not directly relevant except from 
the broad point of view of under-estimating 

The Committee then adjourned till 2-45 m the afternoon 
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Evidence taken at the 13th meeting of the Public Accounts Committee 
held on Friday, the 12th August at 2-45 p m 


Chairman. 


Members 


Were also 
present. 


Department }>- Witnesses. 

Mr G H Spence, Deputy Secretary, Legislative 
Department 

Mr A P L Brayne, Secretaiy, Finance Department _ 

992 Chairman — Grant 62, page 253 Here we have another excess 
grant is this covered by appropriation fiom reseived 9 

Mr Bajpai. — It has been met by appropriation from reseive 

Mi Rangaswami Iyengar — What is the cause of this excess ? 

Mi Bajpai — 1925-26 was an exceptional yeai for emigration to 
Malaya and the Inspector of Emigiants had to go to vanous places — 
Negapatam, etc — to look after the arrangements , also there was a pearl 
fishery m Ceylon and we deputed a special officer to look after the people 
there Madras mfoimed us lather late m the yeai about this excess and 
so we had to fall back on the reserve 

993 Mr Joshi — You are leceivmg fiom Emigiation Rs 3,17,000 and 
spending only Rs 1,10,000 , do you approve of the principle of making 
a profit out of the emigration of labourers ? 

Mi Bajpa.i — I do not say that I approve of the principle but there 
is no necessity actually to spend it to the actual amount that may be 
earned The idea really was that we should lealise enough to make the 
department self-supporting 

Mi Rangaswami Iyengai — Is it not theiefore a case m which you 
should consider a case for i educing ? 

Mr. Baipai — We have already done so , the fees to Ceylon have been 
l educed We have not by any means reached the limit of our expendi- 
ture - , , A 

•U >5 


Present ; 

(1) The Hon’ble Sir Basil Blackett, KCB, KC S I 

(2) Mr H G Cocke 1 

(3) Maulvi Abdul Matin Chowdhury j 

(4) Mr B Das Y 

(5) Mr A Rangaswami tyengar 

(6) Mr N M Joshi 

(7) Mr K C Neogy ^ 

(8) Sir Fiederic Gauntlett, Auditor Geneial ") 

(9) Mr C W C Carson, Conti oiler of Civil Account^ j 

(10) Mi G Kaula, Accountant General, Cential i 

Revenues r 

(11) Mr T K Rajagopalan, Officer on Special Duty 

(12) Mi. D C Campbell, Director of Commercial^ 

Audit 

Mr G S Bajpai, Deputy Secietary, Department of") 

Education, Health and Lands | 

Mr N J Roughton, Deputy Secretary, Commeice I 
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Mi Bangaswami Iyengar — Can you not strengthen your protective 
machinery m Ceylon and Malaya ? 

Mr Bajpai — ¥e have already appointed an assistant to the Emi- 
gration Commissionei m Ceylon , m due course we shall go up to Finance 
Department with proposals for placing the organisation here and m the 
provinces on a more efficient basis The fees are paid by the Govern- 
ments of Ceylon and Malaya , the emigrants do not pay the fees I 
should say the total amount of the savings up to date would be about 
5 or 6 lakhs 

Q —That has all been absorbed m the general balance 1 

Chao man — Yes 

Mi. Neogy — I should like to see it funded 

ill? Bangaswami Iyengar — It would be much better used m strength- 
ening the emigiation protection 

Mi Joshi. — That is my point 

Chao man. — It is lecogmsed that the exent of the surplus gives the 
department a strong extia argument for additional expenditure if they 
can make it out 

994 Sn F Gauntlett — With reference to item A at page 259, has any 
stock been ever taken of the Impenal Library ? 

A . — That is a question we are consideimg now , I do not think we 
have taken any stock so fai 

995 Mr Das — On page 399, item E, you lia\e transferred certain' 
grants from pi unary to secondary ? 

Mi Baipai — The explanation is that Government thought they should 
relieve distuct boards of all responsibility for expenditure on second- 
ary education and leave them to devote their reserves to primary educa- 
tion That is the policy m regard to Delhi , I cannot say anything about 
the North-West Frontier Piovmce because that is really managed by the 
Foreign and Political Department 

Chan man — It is a fairly general policy to make local bodies respon- 
sible for primary education ? 

A — Yes 

Mi Bangaswami Iyengai — So far as Madras is concerned, I do not 
think that is the policy 

Chao man — I was putting it the otliei way we regard primary edu- 
cation as the first chaige on local bodies’ funds for education 

Mi Bangaswami Iyengai — It would be as well if it is put to the pro- 
vinces , it will help us 

Mi. Bajpai — We have really no locus standi, but we have adopt- 
ed the policy ourselves 

996 Mi Joshi — There is no provision m the budget for a grant with 
regaid to item D -1 on page 402 

Mi Bajpat — The explanation of that is that until about the middle 
of that year, these gaidens were dealt with by the local authorities who 
were responsible for nazul administration generally on behalf of the 
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Government of India About the middle of that year the Chief Commis- 
sioner came up with a proposal that the Government of India should 'take 
over the administration of these nazul properties, because the munici- 
pality and the local bodies were not managing it properly We sanction- 
ed that, but at the same time it was arranged that we would pay these 
local bodies the expenditure incurred by them on the upkeep of public 
gardens which is a legitimate public charge The Government of India 
takes the income now 

Paiagiaph 3 (a) of the Auditor GeneiaVs letter. 

997 Mr Bajpai. — Explained that some of the local governments 
had specifically objected to any form of the Government of India’s con- 
trol over land and land revenue as going against the spirit of the reforms, 
and it was finally decided that it should be left ovei for the Statutory 
Commission to consider At present the Government of India exeicise 
control over the pitch of assessment and the period of settlement , every- 
thing else has been handed over to local governments 

Mr Rangasivami Iyengar . — Do they not exercise control over legisla- 
tive proposals 9 

Mi. Bajpai — I do not know whether that arises 

998 Chav man — There is an excess of £918 representing the expenses 
of an officer on deputation to British Guiana m connection with an Indian 
Colonisation Scheme, m the Secretary of State’s Appropriation Account 

Mr Bajpai — The deputation was sanctioned by the Secretary of 
State 

Mr Bajpai — As regards the item of expenditure on “ Dome of the 
Bock, Jerusalem ”, I do not know anything 

Sir F. Gauntlett. — I also spoke to Mr Littlehailes and he said he knew 
nothing about it 

The Chairman thanked the witness who then withdrew 

999 Sir F Gauntlett — Before anothei witness comes m, might I 
make a statement bringing up to date the information with legard to 
the office at Peshawar 9 We have just received a letter from the Chief 
Commissioner stating that it will not be possible for us to have the build- 
ing at Peshawar because it is wanted moie urgently by the Militaiy 
Works Department foi the housing of their executive staff who are now 
housed m out of the way places 

Mi Rajagopalan — A site has been secured and plans and estimates 
have been called for and it is now a question of getting the money for it 

Mr Houghton called m and examined 
Giant 33, page 162 

1000 Mr Neogy — There is a large saving under contingencies 

Sir F Gauntlett — That is partly due to the old trouble that the bud- 
get estimate was not under the head under which the expendituie was 
eventually put 

Mi Neogy — That explains Es 8,400 

Chan man —How do you explain the considerable saving apart from 
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Mr Roughton. — Item A, can be explained as non-utilisation of leave 
salary I think that practically covers the whole of A B is also explain- 
ed m the notes — “ Due to appointment of men drawing lower rates of 
pay in permanent and deputation vacancies ” C is due to small savings 
all round — there are no large items 

1001 C haii man. — Would you draw the conclusion that the budget 
was probably an over-estimate based, not so much on average of past 
actuals, as on sanctioned posts ? 

Mr Roughton — Yes 

Giant No. 43 , page 173 

1002 Mi Neogy — I don’t understand the description Building re- 
pairs, outfit, material and peisonnel 

Mr Roughton — Building repairs and outfit and peisonnel — this is 
due to the leconditionmg of the “ Lady Fraser ”, one of the pilot vessels 
of which the original estimate was 3 lakhs and the final cost was Rs. 
3,63,000 This work was carried out by a pnvate firm 

1003 Mr Abdul Matin Chaudhuiy — Is it a fact that m the Bengal 
Pilot Service Indians have so far been excluded ? 

Mr. Roughton — No, the rules are that Indians should first be select- 
ed in India, and as a matter of practice, whenever there are vacancies 
they are advertised m India We only recruit m England if there are 
no applicants m India 

Mr Abdul Matin Chaudhuiy — Is theie a single Indian m the Bengal 
Pilot Seivice ? 

Mr Roughton — There are some statutory natives of India 

Mr Abdul Matin Choudhmy — That is, according to the previous 
rules only Europeans and Anglo-Indians were allowed to be recruited 
to the Pilot son ice ? f 

Mr Roughton — The rules have been m force for a long time I can 
send you a copy of the rules if you like So far as my knowledge goes, 
vacancies are always offered fiist to the statutory natives of India 

Mi Abdul Matin Choudhmy — And not to pure Indians 

Mr Roughton — No all Indians are eligible for appointment 

Mi B Das — Has any Indian been appointed ? 

Mi Roughton — I have no recollection of it On the last two occa- 
sions vacancies rvere advertised but none came foiward, and so we had 
to recruit through the High Commissioner 

1004 Mi Joshi — May I ask whether you have a large pilot service 
only m Bengal and nowhere else ? I don’t see any grant for Bombay 

Mi Roughton — That seivice is inn by the Port Tiust m Bombay. 
There is a Port Trust m Bengal as well and this service is managed by 
this body, but it is on the Government of India budget We are inquiring 
into the v hole thing now We have got a set of accounts which have 
just been prepaied to put the whole thing on a self-supporting basis" 

Chan man — The position now is that it is actually costing the Govern- 
ment of India something, with the result that the Commerce Department 
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with the help of the Finance Department have taken np the question of 
making the service self-supporting 

Sir F Gauntlett — The question of commercialising accounts is being 
considered 


Page 174 

1005 Mr Joshi — B (2) (i) expenditure on account of a wireless 
Inspector Was this an urgent appointment (/ 

Mr Bought on — The wireless inspector has to inspect the wireless 
apparatus of ships under statutory rules Before his appointment we 
used to employ a Royal Indian Marine,, Wireless Inspector, hut now we 
have got our own inspector 

Mr Joshi — But why did you not include this m the Budget ? 

Mr Houghton — We did not realise m time that we would not be able 
to continue to have the services of the Royal Indian Marine Inspector. 
It was not foreseen at the time the budget was piepaied 

Page 175 

1006 Mi Neogy — C-l There is a laige saving of Rs 20,000 and odd 
under Bombay due mainly to non-utilisation of the provision foi expendi- 
ture at Aden which was classified as non-voted Is expenditure at Aden 
treated as non-voted v 

Sit F Gauntlett — There must have been a decision upon that, because 
a supplementary giant was obtained evidently to meet that expenditure 

Page 176. 

1007 Mi Coche — E-l (4) Contingencies Is it due to the Department 
not being aware of the expenditiue it was going to incur ? 

Mr Bought on — We were not awaie of these charges m time 

1008 Chau man — What steps have you taken to follow the course of 
expenditure duimg the year ? 

Mr. Bought on. — The new instructions have been brought into force this 
year since the beginning of 1926 under which we get much moie informa- 
tion. 

Chau man — Are you personally concerned with this ? Do you find 
that the mstiuctions aie being followed properly ? 

Mi Bought on — It is too soon to say anything I think m future 
the position will be much moie satisfactory 

Page 177 

1009 Mi Neogy — E (1) (5) We find that the expenditure at Aden 
was classified as non-votable Was it done because of the personnel or 
because expenditure m Aden was to be treated as non-voted irrespective 
of the personnel ? 

ilfr Boughton — It is a change m classification 

Mr J oshi — As regards this change m the classification, may I suggest 
to you that it will be convenient to the Assembly if at the time of the 
Budget you give a list of these changes, because it is very difficult for 
members to find out these changes 
E164Fm 



Mr. Kaula. — Important changes which are made are notified m sec- 
tion III of this Report A reference to page 72 will show the important 
changes made m classifications 

Page 177. 

1010 Chairman — Theie is a saving of Rs 28,000 which is 'explained 
as due to less consumption of stores ? 

Mr Roughton — The difficulty m this case is that when a Local Gov- 
ernment comes up for a giant, ve have to ask them if they anticipate any 
other saving, and if they reply m the negative, we aie helpless But I 
think we should be m a bettei position this year 

Page 35, Light House adnnnisti ation 

1011 Chan man — As the mattei of commercialisation is under dis- 
cussion, I don’t think we can say anything more on it at present 

Mi Roughton — We have oui Light House Engineer who has gone 
round the coasts of India and inspected all the Lighthouses He has pro- 
duced a capital account so that we aie m a position pioperly to piovide 
for depreciation and put the whole thing on a basis of commeicial under- 
taking 

Chan man — Legislation is being undertaken and steps are also being 
taken to commeieialise the whole thing 

Giant No. 57, page 246 

1012 Mr Neogy — Grant A (Bounties to si eel industry) I suppose 
there is a clause m the Steel Protection Act which lequnes that a sub- 
stantial portion of the mateiials to be used m the lailway wagons and other 
ai tides toi 11111011 11 e pav bounties aie to be of Indian oiigm Does audit 
requne a certificate to that effect whenever payment is made to any firm 
manufacturing wagons 01 other things foi which we pay bounties ? 

Mi Roughton — As fai as I know, theie is an anangement foi it 

Mi Kaula — There aie aiiangements but whetliei the Audit goes into 
it 01 not, I am afiaid I cannot say off hand I shall I 1011 ever obtain the 
information'' foi the Committee 

Giant No 59, page 250, Common ml Intelligence 

1013 Mr. Neogy — There is a large saving under E Payments to Rail- 
ways and Provincial Governments for Frontier Tiade Registration This 
is due to Provincial Governments not having piefeired claims for the cost of 
prepaiation of the statistics Is it the first year m which they did not 
prefer any claims or has that been the practice ? 

Mr Roughton — That has been the practice Sometimes the claims are 
delayed, and sometimes they are not made at all 

Mr Neogy — On what basis do jmu budget for this amount ? 

Mr Roughton — We budget for the amount on the assumption that we 
may have to pay so much, but we escape paying it sometimes As a 
matter of fact, a lump sum was put m m that particular year, but the 
whole thing is being reorganised We did not really know how much we 
would have to pay The sum has been very much cut down , we have 
altered the system We are now collecting statistics of Railway Stations 
further away from the Frontier as accurately as we can get them 


•Since supplied. 
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Page No 451, Ecclesiastical 

1014 Mr Neogy — Why is it that there is a large saving of 4 lakhs ? 

Mr Houghton — We have already taken steps m the matter We have 
taken special precautions since last year by writing to Local Governments 
to make deductions from the grant against officers expected to he on leave 

1015 Mr Joshi — Will this new Church measure make a great differ- 
ence 'to your budget 9 

Mi Houghton — It does not make any difference to the payment of 
Chaplains because they aie still paid by Government, but we aie propos- 
ing to have a block giant to the Metropolitan instead of piovidmg for 
expenditure on a variety of items We expect the budget will be reduced 
The Church measure won’t eome into force for some time, because supposing 
the Church Bill goes thiough now, it is likely to come mto force m 
January 

Paiagiaph 82 of Repoit 

1016 Mi Rajagopalan — This double payment unfoitunately' took 
place just befoie the Pooja holidays The mistake was subsequently dis- 
covered and the cleik was warned It is only a bundled rupees It was 
due to the mistake of not going through the register to see whether payment 
was made all cad}' oi not Unfortunately both the bills came thmugh the 
same bank 

Chan man — I think it is a minor matter 

Page 464, Explanation A 

1017 Mi Neogy — How is this expenditure divided 9 

Mi Houghton — It was divided half and half 

(The witness then withdrew) 

Mi G H Spence was called and examined 
Page 153, Legislative Bodies 

1018 Chan man — What is the leason, Mi Spence, foi this big saving 0 

Mi Spence — I do not know if I can point to any sufficient reason, 
but paitially it was due to the fact — I think I am right m saying — that 
this w-as the yeai m which the walk-out policy w r as adopted m the Assembly 
That i educed the amount of daily allowances at the late of Rs 20 a day 
for about 20 days But I think theie was also ovei estimating 

Mi A Rangaswann Iyengai — You will find a laige saving m the 
Council of State also 9 

Mr Spence — There I may say that Ilonouiable Membeis are not veiy 
legular m then attendance But we aie bound to make provision on 
the assumption that Members will attend regularly 

Chairman — Don’t you think aftei a few yeais on the basis of youi 
expectations based on pievious experience you will be able to make a 
reduction 9 

Mi. Spence — We have made a substantial reduction on the basis of 
what happened the year before, and we went down by another Rs 30,000 
We have received a reference from the Accountant General, Central 
Revenues, sent up at the instance of the Auditor General asking us to 
consider the matter and we are now considering it 
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1019 Mr Neogy — Note to B 3 — an allotment of Rs 3,200 was sanc- 
tioned by the Finance Department out of tbe reserve at tbeir disposal 
Why was this necessary when there was a laige saving under that head- 
ing * 

Mi . Spence — That was a special case As a matter of fact — we acted 
possibly wrongly, but we acted on a deliberate view of what we believed 
to be the right thing to do This Rs 3,200 was the amount paid on account 
of passages sanctioned by the Secretary of State for Sir Frederick Whyte 
on the conclusion of his term of office We took the line that though there 
would very likely be a saving of this amount from the alloy ances of members 
of the Assembly, it would nonetheless be improper to put Sir Fredenck 
Whyte’s Rs 3,200 against that head If we were wrong and there was no 
saving we would then have to go to the Assembly to giant Rs 3,200 for 
Membeis’ travelling allowance which we had raided 

1020 Mi Neogy — Was not that foieseen that Ins passages would have 
to be paid ? 

Mi Spence — We ne'ser foi a moment anticipated that we would have 
to meet any such demand Sn Frederick Whyte asked towards the end 
of his term of office wdiethei he would be gi anted return passage We 
said, as we undei stood the position, he would not He then made a foimal 
application w r hich w r as submitted to the Secretary of State who sanctioned 
this grant 

Page 72, paragiapli 99 

1021 Mi Neogy — It has been luled by the Legislative Depaitment 
that the passage pay is non-votable. This change of classification of ex- 
penditure from voted to non-voted — is that a matter for discussion amongst 
us, oi are w r e entitled to put a question to the witness repiesentmg the 
Legislative Department 

Chairman — Mi Spence would tell you that the views of his depart- 
ment are almost invariably obtained on the meaning of the law r w r hen a 
question arises wdiethei any item is votable oi non-votable — As to the ques- 
tion wdio raises the question, I suppose he is m most cases the Auditor 
General I think the Auditor General, regards, or rather the Auditor 
General m Ins capacity as Accountant Geneial legal ds it as Ins function 
to declare as legal ds every single item of exnendituie whether it is voted 
or non-voted 

Sn F Gauntlett — I have to record it m my accounts whether it is 
voted oi non-voted, and if my classification as non-voted or voted is not 
accepted, a doubt anses and I have to refer it 

Mr Neogy — Not accepted by whom i By the department concerned ’ 

Sa F Gauntlett — Yes 

Mr Neogy — And then the matter is referred to the Legislative Depart- 
ment ? i 

Sir F Gauntlett — If there is any real doubt 

Chairman — It generally us a case wdiere we provide under voted and 
wheie under the amendment of the Government of India 'Act the Auditor 
General says it ought to be non-voted For good, bad or indifferent leasons 
the department says it should like to continue it to be voted. (Laughter) 
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1022 Mr Rangaswamy Iyengar. — Where it is a question of a declara- 
tion of voted or non- voted, is it not also a matter which is primarily a con- 
cern of the Legislature ? 

Sir F Gauntlett — The Act itself gives the final power m that matter 
to the Governor General , 

Mr Rangaswamy Iyengar — All I say is that the Legislature is the 
pumary authority concerned m this matter, and would it not be better 
that the Auditor General should also obtain the opinion of the Legislature 
as a matter of opinion ? 

Mi Kaula — The opinion of the Legislature is taken m this report 

Mr Ranga&kvamy Iyengar — It is post-mortem 

1023 Mi Das — The Assembly ought to discuss the report of the Public 
Accounts Committee 

Mr Rangaswamy Iyengai — It is all done behind the back of the Legis- 
lature and we have no opportunity of putting forward our ease whether a 
particular item ought to be voted or non-voted 

Mr Neogy — In this particular case it is rather curious that the passage 
pay has been treated to be non-voted irrespective of whether the ordinary 
pay of the officer is non-voted or not You treat the additional pay as 
beyond the purview of the vote of the Assembly although his substantive 
pay is within its vote 

Chairman — The Committee may discuss it, but I do not think we need 
Mr Spence any longer 

The witness retired after having been thanked by the Chairman 

Mr Brayne was called m and examined 

1024 Mu Das — May I enquire what is the piaetice m England — 
whether the report of the Public Accounts Committee is discussed on 
special days allotted for it 

Chairman — A ceitam number of members veiy often try to get a dis- 
cussion m the House of Commons It is exti aordmanly seldom that the 
House of Commons is willing to spare a day I do not know whether the 
President would rule that the discussion of the report as a whole is haidly 
relevant to the actual excess vote 

Mr Biayne — There is some form of discussion m Bombay 

Mi Rangaswamy Iyengai — I find that the Bombay President very 
much relaxed the rules m this matter 

Grant No 26 Page 147 

1025 Mi Bi ayne — I may mention as regards that large saving on 
post office cash certificates that we have now provided a very much smaller 
amount 

Chairman — The provision is I suppose for the bonus that actually 
^alls due and not the bonus that accrues I suppose that the Colwyn Com- 
mittee has commented on the question whether it is entirely right to provide 
only the interest that falls due and not the interest that accrues ! 

Mr Brayne — I think Mr Cocke raised it m the Assembly 
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Mr. Neogy — Was not that wrong estimate m D 3 due to the fact that 
cash certificates weie continued for another five years 9 

Mi Brayne — Very few cash certificates were diseliaiged It may have 
been possibly due to some being extended Some are presented for pay- 
ment before they are due A considerable number come in. about the third 
year It very largely depends on money conditions generally 

Giant No 40 Page 167 

1026 Chairman — What is the general explanation of the over- 
estimate ? 

Sir F Gaunt! ett — Entirely the establishment problem Some 60 
lakhs out of the 84 lakhs is pay of the establishment and simply the lump 
cut was not sufficient There was a cut of 14 lakhs and that w'as not suffi- 
cient 

Page 267 

1027 Mi Bangaswamy Iyengar — What is the necessity of this tem- 
porary establishment ? 

Mi V. K Aravamudha Ayangar — The establishment for the cur- 
rency offices is based on the permanent requirements, and any temporary 
work m connection with legistration and cancellation of notes is Gained 
out by a temporal establishment sanctioned from time to time Theie 
is a certain scale of work prescubed which each man has to do per day 
and on that basis the establishment required is arrived at There is a 
lump provision for tempoiary establishment and it is distributed during 
the year over the various currency offices The Assembly raised the ques- 
tion m the first year m which this lump pro^ lsion was made and a memo- 
randum was submitted explaining it 

Grant No 66 Page 270 

1028 Mi Neogy — I do not quite understand this note to A 8 — Due 
to payment to High Commissioner for Australia of mint refining charges 
and differences m valuation of gold bullion sent to Australia 

Mi Brayne — I shall get an explanation of this item and the note 

Giant No 68 

1029 Chairman — There is an excess vote Can you give reasons for 
the excess 9 

Mr Brayne — They are explained m the note on page 302 We asked 
for less than we ought to have asked for 

Chairman — Why was not a supplementary estimate obtained to cover 

it 1 

Mr Biayne— The Finance Department made a mistake 

Sir F Gaunt! ett — That is explained m Note 2 

Mr Rangaswamy Iyengar — There is a mistake m the calculation 

Mr Brayne — Yes 

Page 297-A 

1030 Mr Toslu — There is one amount which was sanctioned twice 
Can you explain it » 



279 


Mi Bajagopalan — The Pay and Accounts Officer got one order and 
also got a copy of it from the Accountant General, Central Revenues 
He, treated it, as a single order, but the Accountant-General understood 
it to be two orders , 

( Mi Josh — There was no means of checking it 9 

Mr Bo lagopalan — It was at the end of the year I believe 

Page 328 

1031 Sir F Gauntlett — Payment made m Aden had to be trans 
ferred from voted to non-voted 

Chairman — We have noticed that m several places m the accounts 
sums originally provided as voted have been classified as non-voted Do 
you know anything about this, Mr Brayne 9 

Mi Bi ayne — No 

Climrman — We will look that up and let the Committee know 

1032 Mi. Neogy. — Grant No 70 — There is a payment of Rs 370-15-0 
to meet the charges on account of the pay of stenographei to the Maharaja 
of Bikaner, representative of India m the League of Nations Assembly 
at Geneva 

Mr. Biayne — A stenographer is geneially supplied as a rule from 
the India Office 

Chairman — The question turns up m each case whether we are to 
supply them or not 

Mr Neogy — You do not pay the expenses of the Ruling Punces who 
represent their order at the League of Nations 

Mr. Brayne — They represent India 

Mr Neogy — Technically they do represent India Do you pay all 
their expenses 9 

Chairman * — There is a scale laid down for all representatives 

1033 Mr Jct/shi — There are items of payment to meet the cost of 
journey of Madras and Bengal Governors to Delhi and back Are the 
amounts paid out of Central Revenues 9 

Chairman — If they are summoned for a conference by the Governor 
General they are paid out of the Central Revenues 

1034 Mr Neogy — Item (m) on page 342 refeis to shaie of the 
cost of Political Department What is that ? 

Mi Brayne — Certain States have been transferred to the Govern- 
ment of India The Kathiawar States are now under the Government of 
India A large number of States, such as Kholapur and Miraj, are still 
under the Government of Bombay as Agents for the Government of India, 
and the question under consideration this year was what share the Gov- 
ernment of India, should pay of the establishments m Bombay, that is to 
say, of the Secretariat Establishment 

Chau man — It vas afterwards decided 

Si i F Gauntlett — There was no expenditure under that m this 

year 

Mr. Neogy — As for those States which are not directly under the 
Government of India but are m political relations with the Provincial 
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Governments, do you have to pay m eveiv province the expenses of the 
Political Agents ? 

Mr Brayne — Yes, this merely refers to a share of the Secretariat 
charges 

Page 342 — Note A. 

1035 Mr Bangaswamt Iyengar — “Represents refund to Provincial 
Government on account of revision of the rate of interest charged from 
1921-22 to 1924-25 m lespeet of Irrigation Capital Outlay prior to the 
Reforms and after 1916-17 ” Was it on account of a claim preferred by 
the Piovmcial Government that the rate was high ? 

Mr Brayne. — The rate has now been standardised 

Mr Rangaswami Iyengar — Have you also standardised the rates m 
regard to provincial balances 9 

Mi Biayne — Yes If the balance is deposited with the Government 
of India for moie than six months we allow intei est at 2 per cent below 
the Government’s borrowing rate , if it is over 12 months we allow interest 
at„ 1 per cent below the Government’s borrowing rate If it is under 
six months we do not allow any interest 

' Page 345 

1036 Mr Rangasiuami Iyengar — Under note A reference is made to 
change of procedure of the adjustment of refunds to Provincial Govern- 
ments What is the change 9 

Mi Rajagopalan — The budget was originally framed under Refunds , 
it was afterwaids decided to take it under ‘ Miscellaneous adjustments ’ 

Chairman . — It was not really a refund m the proper sense 

Sir F„ Gauntlett . — That question is still under consideration I 
cannot find any chaige under Adjustments with Provincial Governments 
I am asking the Accountant General and the Examiner of Customs Ac- 
counts to clear up the matter 

Chav man --In view of the extinction of Bengal’s contribution it was 
arranged that no lefund of customs duty on Government stores should 
be made to Bengal 

Mi Neogy — Could it be described as a change of proeeduie * 

1037 Chairman — It is a decision not to continue the payment of 
refund to Bengal The reason for the excess on this vote is I think just 
the same as the others Shall we be able to avoid excess under this 
vote 9 

Mr Brdyne — It is extraordinarily difficult to aruve at an estimate- 

1038 Mr, B Das — It is said under G 2, page 346 that the excess m 
Bombay was caused by refund of audit fees to the Karachi Port Trust 

Chav man — Do you know anything about the refund of audit fees 
to Karachi Port Trust, Mr Biayne 9 

Mr Brayne — No 

Chairman — We can find that out We will look it up 

1039 Mr Neogy — Here is the ’ Dome of the Rock lerusulem ” men- 
tioned again on page 444 
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Mi Rang asw ami Iyengar — Who made the increased grant " 

Clum man — We are trying to find it out 

1040 Mr J oshi — Under (17) it is said that the moiety of the re- 
newed grant of Rs 3,000 to Trinity College was not paid Why is that 
giant paid ? 

Chairman. — That is for training of I C S students 

Rage 445. 

1041 Mr Joshi — Commission on pensions and leave allowances paid 
abroad come to a very large figure, Rs 80,000 

Mr. Biayne — It is paid m the Colonies There are a very large 
number there 

Mi. Joshi — What is the rate of commission 9 

Mr Kaula — It differs for each Colony, and m leturn we also get 
commission for paying their pensioners here 

1041 Mr. Cocke — Are the Home Depaitment responsible for 
Rs 60,000, secret service fund ? 

Chairman — That is the same figure that we have dealt with before 
'This is the Secretary of State’s expenditure 

Sir F. Gaunileii — This is exactly the amount of the giant and it is 
cunous 

Chairman — We give a ceitam amount, and whatevei remains after 
expenditure is carried foiward to the next vear It is ueated as expen- 
diture They give a ceitificatc toi the expendituie inclined, but the 
whole amount is enteied as spent 

1042 Mi Joshi — G 5 on page 447 — I want to know what this 

giant is 

Chan man — -Tt is a pavment bv the Inland Revenue Depaitment to 
the High Commissionei for sei vices xendeied to the Income-tax Depart- 
ment at home m icitaid 1o leav" and othei salanes of Indian officials 

1043 Mi Neogij. — There is mention of a short lecovery of Rs 1,86,000 
under State Railways m G 1 ( n ) 

Chan man — We shall have to ask the Railway people about that. We 
will take a note of that 


- Page 497 

1044 Mi Joshi — Chaiges for destruction of com come to Rs 1,81,000 
Does it come to so much ? 

Chairman — That is the difference between the metal value and the 
face value of coins returned from circulation 

Page 498 Loans and Advances hearing Interest 

1045 Mr Biayne — We have asked Provincial Governments to make 
a better estimate of their requirements for loans 

Chairman — There is material difference between an over-estimate 
on a Revenue charge and an over-estimate on Capital chaige An ovei- 



282 


estimate on Revenue charge means that you have got to raise more taxation 
than otherwise will be necessary. An over-estimate on Capital charge 
merely affects the ways and means position, and the estimates of the pro- 
bable Capital expenditure that are given at the time of the budget me 
illustrative rather than accurate 

1046 Mr, Neogy — A 2 (3) This item refers to an urgent loan to 
the Mental Hospital, Ranchi What was the urgency 9 

Mr Biayne — It is a Home Department case I remember the early 
stages but I do not know the later developments 

Mr Neogy — It must have been given through the Provincial Govern- 
ment What is the exact position 9 

Chairman — There is a special Act, Ranchi Hospital Act or something 
We could deal dnectly with that institution 

1047 Mi Neogy — Item A 2 (6) lefeis to advances undei special 
laws Giant of Rs 1,00,000 vias not utilised What are the special laws 
and v\hv was tins giant made 9 

*• O v 

Mi Aravamudha Ayangai. — Theie aie various Acts, under which, if 
advances aie given, the 3 r aie specially classified, for example the Bundel- 
khand Encumbeied Estates Act 

Mr Rangaswaim lyengai — Aie not the Encumbered Estates Act loans 
under the Provincial Government 9 

Mi Ai avamudha Ayangai — This is only foi central areas 

1048 Mi , Rangaswaim lyengai — Loans to Government servants, 
House building advances and advances for purchase of motor cars Are 
these advances m lespect only of Central Government officials ? 

Mr Brayne — They are for all 

Mr Rangaswaim Iyengar. — The entire expenditure on advances for 
motor cars is under the central budget 9 

Mi Brayne — Yes ' 

1049 Mr Neogy — Who are the people entitled to get advances for 
purchase of motoi cars 9 

Mr, Biayne — Nearly all officials, lnghei officials It largely depends 
on the officer’s pay If a clerk on Rs 700 asks for a motor advance of 
Rs 10,000, he won’t get it He would be allowed an advance for a motor 
cvcle I think he cannot have more than four months’ pay 

Mi, Neogy — What is the late of interest 9 

Mr Brayne - —5 per cent 

Chairman, — That is one of the refoims that I am responsible foi 
getting interest on advances 

Mi Neogy — What is the rate of interest for house building advance ? 

Mi Brayne — I think it is the same We get more than we actually 
pay and make a slight profit on it 

Mr Rangaswaim Iyengar — I am only asking whether this system of 
giving motor ear allowances should really be a normal feature ’ What is 
the position, for instance, m the services ? 


/ 
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Mi Biayne . — It is lecogmsed that m certain cases we have to give 
allowances for maintaining motor cars These advances are only given 
if the officer lequires the car for Government work, not if he requires it 
for pnvate woik 

Mr. Neogy — It mdnectly serves as an aid foi the motor trade 

Page 66 

1050 Mi Rangaswanu Iyengai — I am unable to understand whether 
the motor cycle was really worth Rs 1,800 It has been ceitified so 

Chan man. — It was a new second-hand one, I believe 

Appendix XI. 

1051 Chairman — There was a question raised last year, about an 
excess of Rs 17 lakhs of interest The statement seems to explain the posi- 
tion 

Mi Brayne — We have cut it down very se\ erely this year 

Page 150 

Mi Kaula — Staff household and allowances of the Governor General- 
There is an excess vote there 

1052 Chairman — What is the reason for not coming up for a supple 
^mentaiy giant ? 

Mi Brayne — The excess is mainly special haulage charges There 
was no time to come up with a supplementary grant It is said here “ The 
question of improving the pioceduie legardmg control of expenditure 
under this head is under the consideiation of Government ” 

Chan man — It is the same as the Executive Council we have arranged 
to evaluate tours m advance We might as well add that m view of what 
happened m the end of March, the expediency of asking for a supple- 
mentary, grant can easily have been f oi eseen 

Mr. Rangaswami lyenga.i — It does cost us a good deal to have a change 
of Viceroys 

1053 Mr Neogy — Under E 6 there is a note that “ the question of 
raising the grant of Rs 10,000 foi miscellaneous by Rs 4,000 as recom- 
mended by the Private Secretary is under consideration of the Finance 
Department ” What has happened to it ? 

Mi Biayne — We agreed the other day to laise it It has been at that 
rate since before the war 

Grant 39 — Payments to Provincial Governments 

1054 Mi. Neogy — Is there any uncertainty left yet with regard to’ 
these claims or has the matter been finally settled ? 

Chaii'inan. — We are getting nearer every year to a complete settle- 
ment and I think we have an understanding now with the Provincial Gov- 
ernments that they will not raise any new claims for arrears 

Mr Brayne. — They do not raise claims for small amounts , we have 
settled most of the big cases 

The Committee then adjourned 
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Evidence taken at the 1 4th meeting of the Public Accounts Committee 
held on Friday, the 1 9th August at 3 p.m. 

Present 

(1) The Hon’ble Sir Basil Blackett, K 0 B , K C S I 

(2) Me H 6 Cocke 

(3) Maulvn Abdul Matin Choudhury 

(4) Mr B Das 

(5) Mr A Rangaswami Iyengar 

(6) Mr N M Joshi 

(7) Mr K C Neogi 

(8) Sir Frederic Gauntlett, Auditor General 
*(9) Mr G Kaula, Accountant General, Central Revenues 
(10) Mr J M Hartley, Accountant-General, Railways 

Mr J D Y Hodge Deputy Secretary, Home Department "') 

Mr A A L Parsons, Financial Commissioner, Railways j* Blesses 

Mr A M Hayman, Director of Finance, Railways J 

1055 Chairman — You very kindly promised to give further information 
on certain points which were held over that day The excess grant for the 
Executive Council 

Mr Hodge — These are the figures under the head of each membei of Execu- 
tive Council (Produces a statement) They show considerable excess in the 
three Memberships m which there were changes m incumbency during the 
course of the year I got these figures only recently from Delhi and I have not 
been able to find out what tours they represent 

1056 Chairman — The next point is with regard to the excess under the 
Staff Selection Board 

Mr Hodge — The number of candidates who appeared was 628, the number 
selected was 122 and the number of those who have been appointed was 109 

1057 Chairman — The next point relates to secret service expenditure 

Mr Hodge — The form of the certificate is this — 

“ I certify that the expenditure charged m this Bill could not, with due 
regard to the interests of the public service, be avoided ” 


Chairman. 


Y Members 


1 


VWere also 
present 


/ 

* Was present only during Mr. Hodge’s examination 
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Mr. Neogy — Who signs the certificate 2 

Mr. Hodge — The Director of the Intelligence Bureau 

1058 Chairman — There is an excess vote here under grant No 41, page 
170 

Mr Hodge — I have got the details of these They are pleadeis’ fees, 
court-fee stamps and so on As a matter of fact, we did not know of this excess 
till the following July 

Chairman — The figure Rs 40,000 is a fixed contribution 2 How does 
it happen to be slightly exceeded 2 

Mr Hodge — Rs 40,000 is the fixed contribution and Rs 3,000 contin- 
gencies The actual cost of contingencies is Rs 3,108 I have got the detads 
of the actual expenditure here and it consists mainly of fees to pleaders and 
court-fee stamps 

Chairman — You did not know of this before the following July 2 

Mr Hodge — We got it from the Local Government 

Chairman — You get information on the progress of expenditure 2 

Mr Hodge — We do not, not from the Local Government 

Chairman — And you have not made any arrangements to do so 2 I sup- 
pose the Bengal Government provides this expenditure and then you budget 2 

Sit F Gauntlett — I do not know the arrangements sufficiently well to 
understand why payment should be made through the provincial Government 

Chairman — I think we need not spend time over it 

Grant No 42, page 171 

1059 Mr Hodge — This happens to be a second class Residency In 
places like Hyderabad, etc , which are first class Residencies, the demand is 
included in its proper head There is a Hyderabad head and so on, but Baroda 
has no head of its own and so it is brought m here 

Sir F Gauntlett — Why should that be the only cantonment where tha 
charge occurs 2 

Mr Hodge — Apparently it is the only second class Residency m which 
a pohce force is maintained. 

Chairman — By whom is it incurred 2 

Mr Hodge — It is under the Baroda^Resident 

Mr. Joshi — Why is it not placed under the Political 2 

Chairman — There is not a Baroda head In the case of Hyderabad this 
pohce appears under the general heading relating to Hyderabad But there is 
no grant for Baroda separately. ,, 
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1060. Chairman — We may ask the Accountant General to look mto the 
question of classification We come to Delhi 

Mr Hodge — The statement was correct m substance but not literally 
correct The position is this When we receive the Delhi Budget we divide 
it up according to its heads and send the various portions of the budget to the 
administrative departments concerned, as for instance, the education part of 
the budget to the Department of Education, and so on The Departments 
concerned do what is necessary They report their final figures to the Finance 
Department and they also report to the Home Department If it is a question 
of getting the approval of the Standing Finance Committee to a particular 
project they do that and tell us after it has been done So, m a sense literally 
these things do go to us, but practically we have at present nothing to do with 
them 

Chairman — That is to say, the Chief Commissioner is the only officer who 
is watching the expenditure and there is no department that is really success- 
fully watching the expenditure 2 

Mi Hodge — He watches the expenditure with the help of the audit officer, 
but m addition to that, m the year subsequent to the year with which we are 
deahng we have called for statements m December and early m January 
regarding his proposals for re-appropriations, additional grants, supplementary 
grants, etc 

Chan man — The answer really then is that the defect, if there was one, has 
been remedied by the general arrangements made for watching control 

Mr Hodge — I rather gather the point is whether the Home Department 
should take an active interest m those parts of the budget which are considered 
at present to concern other departments 

Chairman — We are merely looking at it from the point of view that some 
one department is watching the progress of expenditure 

Mi Hodge — The answer to that is “ No ” m that case As I say, we 
watch the expenditure with which we are administratively concerned, but I do 
not think we watch any other 

Chairman — This statement you have called for m December and January 
is m respect of the grant as a whole and not merely m respect of your own por- 
tions of the budget 2 

Mi Hodge — That is so I have not got a copy of it here If I may, I will 
look mto that matter further 

Chairman — The whole point is that m addition to the Chief Commissioner 
there is some department of Government which is watching the expenditure 
We have I think laid it down that there must be some one department which 
does it I think you will find that your answer from what you have said is 
that you are doing it now 

1061 Chairman —Now let us pass on to the Andaman and Nicobar Is- 
lands 

Mr Hodge — I wired at once to the Chief Commissioner, but I have not 
got any more information than I had before 

The witness having been thanked by the Chairman retired 
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Messrs Parsons and Hayman were called m and examined 

1062 Chaw man — I think the easiest way is to take up the appropriation 
report of each grant and then the letter press 

Mr Parsons — The general explanation I would like to give covers a great 
many points raised under these grants both m the Auditor General’s letter and m 
the Appropriation Report, particularly where the Auditor General has cri- 
ticised the budget estimate 

Chairman — If you have got to make a general statement, it will help us 

Mr Parsons — The Auditor General expresses some general conclusions 
at the beginning of his letter, the first of which says that there have been serious 
errors and omissions m the preparation of the original budget estimates 
I was not quite sure whether m that statement he was referring to the 
estimates as prepared by the Railway Department (Railway Board) or by the 
Railways themselves 

Sir F Gauntletl — I think I have no concern with the estimates prepared 
by the railways themselves 1 think the only thing sent out is the estimate 
prepared by the Board 

Mr Parsons — The position, then, is that though m a few things there 
may be some omissions and errors I am not quite sure that the charge of serious 
errors is entirely sustainable I have been through the actuals under each 
grant to see whether there were large excesses There was a very large excess, 
particularly m the capital expenditure, but all I can say is that we do very 
much better now than we did before 

Chaw man — By excess you mean saving ? 

Mr Pai sons — The original estimate was excessive, but our saving under 
Capital under New Construction was a departure from the original grant of 
Rs 2 1 crores, whereas in the previous years it used to be 17 or 18 crores That 
was because we introduced, as I think this Committee is aware, a system of 
lump sum cuts by which we checked the optimism of our Agents and we our- 
selves only asked the Assembly for the amount which we thought was hkely to 
be actually spent I admit that 2|- crores is still a fairly large proportion It 
is not easy to say exactly what that lump sum cut should be to a grant of 25 
crores expenditure, which depends very much on what we do during the course 
of the year m the case of stores In these years we are domg better and nearer 
to our estimates, and we do our very best to make our lump sum cut approach 
the actuals as much as possible These are estimates and we cannot be certain, 
particularly on these big capital figures, of the exact amount that we should 
spend. 

We also had in this year a saving of nearly 2f crores under repairs and 
maintenance and operation, which is a big saving and may be thought to 
indicate rather careless budget estimate, I do not think it does A good deal 
of the expenditure under that head depends entirely upon our revenue re- 
ceipts In this particular year we had a considerable falhng off m receipts 
compared with the previous year The real figure to look at is not the ex- 
penditure figure alone, but the net figure What we tried to do m budgeting 
was, having arrived at the figure which we thought was our expectation of 
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receipts m the following year, to estimate our expenditure as closely as possible 
with regard to receipts If our expectations of receipts failed, we would spend, 
m what is described as the dependent expenditure, less If our expectations 
were improved upon, we should have to spend more than what we 
asked the Assembly for, but we always keep as far as possible to the estimate. 
That is on the portion of what is called the dependent expenditure coming 
under grant No 5 In addition, m this particular year there were certain 
items under repairs and maintenance which we expected we should spend 
when we framed the budget estimate and finally did not spend, partly because 
there was unrest m the workshops on the North Western Railway, and for 
that reason we did not spend as much as we expected on repairs We had, 
I think, Rs 70 lakhs m the budget for automatic couplers, a scheme wluch 
as you must be aware has not yet materiahsed and that has lapsed Con- 
siderable economies m bridge repair and maintenance of rolling stock were 
carried out I am myself thinking at present, if I may mention about the 
future, whether it will not be desirable with regard to the repairs estimates of 
railways to follow the same procedure as we do with the capital expenditure 
and make a lump sum cut If we try and cut down the demands of railway 
administrations for lepairs, the result might be that they will postpone repairs 
which it is desirable to carry out but which would be more expensive if they 
were postponed I am thinking therefore whether m the next budget we 
should not apply exactly the same system of giving the railways a grant which 
they ask for for repairs and for financial purposes making a lump sum cut 
I think it is done, in other civil Departments of Government 

Sir F Gauntlelt — Might I say that I do not think that it would be m any 
way contrary to the principles which this Committee has accepted with 
regard to lump sum cuts All repairs are m the nature of works and it is 
essentially m regard to works estimates as a whole that we feel the need of the 
lump cut 

Chairman — Mr Parsons has made this general statement and the easiest 
course is to take the Auditor General’s letter and go through each of the defects 
mentioned there “ There are often serious errors and omissions m the pre- 
paration of the original budget estimates ” i It is m reply to that that Mi 
Parsons has made this statement 

1063 Mr Neogy — Serious errors and omissions — do they cover the sam e 
point as was made by Mr Parsons explaining the reasons why the estimate 
were not reached m actual process of working ? 

Sir F Gauntlelt — I think my general conclusion was based on a number 
of individual points which I bring to notice m the rest of my letter It merely 
summarises the specific statements on different points 

1061 Chairman — Those, I suppose, are the particular cases to which 
we will come later on 

Mr Parsons — They are mentioned m paragraph 50 of your letter I 
can give immediately a general statement on ( b ) here which is an admission 
of the correctness of the Auditor General’s statement The unfortunate part 
is that theie is not yet an absolute umfoim procedure on different railways 
and it is a troublesome to me as it is to the Auditor General It is also a great 
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nuisance when we prepare the estimates What we have done now is that we 
have put an officer on special duty to see if he cannot get the procedure more 
uniform by going mto the budgets of the various railways I hope to receive 
his report by the end of the month I trust that we shall be able to get a much 
more unif orm procedure by next year But I must admit the correctness 
of the Auditor-General’s statement 

Sir Frederic Gauntlett — It is more difficult in the case of railways because 
you are deahng with semi-independent bodies 

Mr Parsons — And partly I think it is also due to the organisation of the 
railways It is not very easy to get charges classified uniformly when you 
have the divisional system on two or three railways and the quasi-divi- 
sional system on some others and the departmental system on others The 
Auditor-General has pointed out the extraordinary variations on the North- 
Western Railway between the estimates as sanctioned by the Assembly on 
their submission by the Railway Board and the distribution of the sums by 
the Agent of the North Western Railway and the final figures m the accounts 
In that particular year we introduced the divisional system The difficulty 
is that it is not easy to get any exact uniformity m the accounts of railways 

Sir Frederic Gauntlett — I would only add one comment and that is the 
classification of the accounts It is the peculiar account of the agency through 
which a transaction is carried out Consequently as the agency of different 
hnes is different, the classification will be different I am not objecting to 
that but what I do say is that when it is decided that a particular transaction 
should appear m the accounts it ought to appear m the budget 

Mr Parsons — I agree with that entirely 

1065 Chairman — The provision is already m excess 

Mr Parsons — The details as put forward m the budget, as I think I ex- 
plained last February, represent Agents’ hopes as to what they are able to do 
m the case of individual schemes m the course of the year as those schemes 
are taken up I cannot hold out much hope that we shall always be able to 
get the details of the budget worked up to exactly m practice We may be 
held up by acquisition difficulties in the case of a new fine and yet we may be 
able to get ahead more qmckly than we anticipated with another hne 

1066 Chairman — “ Reappropriation during the course of the year was 
inadequate ”, what does it relate to ? 

Mr Parsons — I think here they refer to the reappropriation by sub- 
heads, which should have been done by the railways themselves If so, the 
explanation is given m paragraph 16 of Sir Hartley’s report There is no 
doubt that the railways did not m this particular year recogmse the necessity 
of making reappropriations Actually, m the accounts as presented by the 
Accountant-General, Railways, he has not included, if I am right in saying, 
the additions to the demands which under their powers the Railway Board 
or the Railway Department of the Government of India made to the various 
grants So, the statement here does not actually represent what happened 

Mr Hartley — I have followed the instructions for preparing the appro- 
priation report I have taken the pink books on which the total demand of 
HI 64 FmD 
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the Assembly is based as the detailed demand of the railway grant I have 
treated that as an ongmal grant The question is whether I can take any 
further additions made by the Railway Board as alterations to that grant or 
whether I must stick to each grant 

Sir Frederic Gauntlett — Was that during the course of the year 2 

Mr Pai sons — The position is that we have given a grant of, say, a few 
crores and have distributed it over individual railways Now, we are not 
going to spend more than a crore, possibly less than a crore, and the Agent of 
another railways is going to spend more than what we provided for m the 
original grant Supposing the Bombay Baroda and Central India say that 
under the head “ Working Expenses ” they want an extra 5 lakhs over 
and above what we have allowed them, supposing we knew that there were 
10 or 15 lakhs which were not going to be spent on any account, it is quite open 
to us to give 5 lakhs to them without any chance of exceeding our grant As 
a matter of fact, we do not exceed oui grant as a whole 

1067 Chav man — But the Accountant General is obviously m a difficult 
position Supposing you start by distributing a grant of one crore over all 
the lines and then on a certain date of the year you add 5 lakhs to one of those 
lines, thus making the total of 105 lakhs, unless you take 5 lakhs formally 
frorii somebody else 

Mi Parsons — As a matter of fact, what happens is that the pmk books 
contain under capital heads much more than what is actually granted by the 
Assembly 

Mr Hartley — It makes reappropriation very difficult My own feeling 
is that I ought to be guided by the grant sanctioned by the Assembly The 
question is what is that grant ? Is it the mam grant or are we to be guided by 
the distribution made m the pmk books which, m my opinion, is very much 
more , it exceeds the grant very much 

1068 Chairman — Obviously you are guided by the grant made by the 
Assembly. 

Mi Parsons — We tell the Railway Administrations that they can spend 
so much hut very frequently I withdraw from the grant as shown m the pmk 
book quite a considerable sum 

1069 Mr Neogy — May I assume that the pmk books contain even un- 
sanctioned items of expenditure 2 

Mr Parsons — The pink book is an indication of what the railway pro- 
gramme is , it by no means represents a definite piogramme 

1070 Sir Fredenc Gauntlett — There is one point which i do not under- 
stand and that is that the grant as sanctioned by the Assembly is equal to the 
total of the pmk books I do not quite understand how you can add anything 
to one railway unless you subtract it from another railway 

Mr Parsons — The point of subti action from another railway is not very 
difficult If the total grant is not going to be exceeded, the question whether 
we should then subtract it from another railway is raised and I myself do not see 
for the purposes of financial control that it gives me any assistance if I just 
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take away from one railway and put it under some other railway, I know 
from my total figures that I am going to have a saving of perhaps 10 lakhs 
It is not at all likely that I shall know under which individual railway that 
particular saving will occur Unless my figures are much more up-to-date 
than they are at present, I do not think I can do more than what is done at 
present with much advantage 

1071 Sir Fredenc Gauntlett — My I suggest that m essence, then, you are 
applying to revenue expenditure the principle which has only been accepted 
with regard to the capital expenditure That is, you are sanctioning for indi- 
vidual railways a larger sum than the grant 

Mr Parsons — No 

Sn Fredenc Gauntlett — If you do not take away from one railway then 
you are m effect sanctioning on the railways as a whole a larger sum than has 
has been granted by the Assembly You are running the nsk, and that is the 
principle which has been accepted with regard to capital expenditure That 
is not the principle, as far as I know, which has been accepted in respect of 
revenues 

Chan man — What Mr Parsons is really doing is that he is taking the res- 
ponsibility of saying “ that I propose to re-appiopnate within the savings 
which I know exist on an year’s grant a sum of 5 lakhs to a particular railway ” 
He has on himself taken the responsibility and I think he is justified m doing 
so 

1072 Sir Fredenc Gauntlett — Then we come back to the position that 
occurs in the Army where we called attention to the large numbers of reap- 
propnations made at the end of the year Should not Mr Parsons be allowed 
to do that ? 

Chairman — Provided he takes the further step at the end of the year 
of regularizing these reappropriations I think he is within the letter of qmte 
correct procedure 

1073 Sir Freder'c Gauntlett — If there is eventually at the end of the 
year a correct reappropnation, such a reappropnation should be mentioned 
m Mr Hartley’s report It should be mentioned that there is an excess m a 
particular railway over the amount entered m the pink book but that has been 
covered by the Railway Board under its powers of reappropnation 

Mr Eayman — What happens is this We do not during the course of 
the year make reappropnations to cover the anticipated excess expenditure on 
particular railways We authonze such railways to incur expenditure to the 
higher limits m the month of February we get a complete return from all 
administrations and m March we sanction complete reappropnations of which 
we supply a copy to the Accountant General 

1074 Mr Das — I have found from attending this Committee that when- 
ever a reappropnation is made m any department the Finance Department 
is consulted In the case of the Railway Department I now understand 
that is not the practice The next point which is troubling me is that Mr, 
Parsons, as the member of the Board, reappropnates money to a Company- 
managed railway if he thinks fit How far can the policy be correct that money 
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which has been allotted for the State-managed railways and which belongs 
to the State can be allotted to the Company-managed railways without coming 
to the Assembly or without consulting the Finance Department ? 

Mr Parsons — With regard to the first point, I exercise under the super- 
vision of the Finance Member the powers of the Finance Department 

Chairman — The Fmancial Commissioner exercises on behalf of the Finance 
Department the powers of the Finance Department m this matter subject to 
the ultimate control of the Finance Member 

Mr Parsons — With regard to the other question of State and Company- 
managed railways, I may say that I deal with them in exactly the same way 
I think there is a httle misunderstanding m regard to the position of the Com- 
pany-managed railways They get a fractional portion of the net receipts 
and are expected to keep hnes m good running order just as State-managed 
railways are expected to do No distinction is drawn between the two. It 
is just as bad for the Government of India if the Bengal Nagpur Railwav is 
not given sufficient funds to carry out the repairs as it is for them m the case 
of the North Western Railway 

1075 Chairman — To what extent are your powers of reappropnation 
•exercised subject to the Finance Committee on Railways ? 

Mr. Parsons — To no extent , it is not within their purview. As a matter 
'of fact, actually when I put the budget before them, I always also place 
before them the revised estimates of the current year I also put before them 
the demands for supplementary grants 

1076 Mr Das — May I ask the opinion of the Auditor General whether 
there is any encroachment on the powers of the Assembly by the adoption 
of the method by Mr Parsons with regard to the expenditure on State and 
Company-managed railways ? 

Sir Frederic Gauntlelt — In audit I apply very strictly the rules of re- 
appropnation which are laid down by the Governor General m Council I see 
that every reappropriation which is ordered by an authonty is within the 
powers conferred upon him by the Governor General in Council 

Chan man — The position of the Assembly is clear enough They grant 
votes under 15 heads for ihe running of the railways and reappropriations 
within those heads are recogmsed as legitimately within the function of the ad- 
ministrative authorities within each head 

1077 Mr Joshi — How much power you, as the Finance Member, have 
delegated to Mr Parsons as your representative 1 Are there any rules or this 
is done merely by discretion ? 

Chan man — I, as a Finance Member, have no powers The nearest 
nswer that I can give is that Mr. Parsons occupies the position of the Finance 
ecretarv for Railways 

Mr. Parsons — The rules by which we are governed are those of His 
Excellency the Governor General in Coucil under which particular departments 
of the Government of India are entrused with a particular busmess I am 
entrusted with the of financial side of th railway business with the provision 
that I should consult the Finance Secretary with regard to any aspects 
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of my work which encroach on his work If, for instance, this year I find that 
I was going to spend less than 25 crores of capital expenditure it would he my 
duty to let him know of it If, on the other hand I have to spend more than 25 
crores, I shall have to ask him because the Finance Department is responsi- 
ble for seeing that the money is there to spend On the other hand, the powers 
that I do exercise on the railway side are exercised by me under the authority 
and control of the Finance Member to whom I have personal access If there 
is a disagreement between me and the Members of the Railway Board, the 
case comes to the Honourable the Finance Member ' 

1078 Mr JosJn — So the powers are delegated to the Railway Board 
as such and you exercise them as a member of the Board 

Mt Parsons — I do not act as a member of the Railway Board but as a 
membei of the Railway Department of the Government of India The Rail- 
way Board possess certain individual powers of their own under an old Schedule 
In practice^ we do not use those powers we use the powers of the Government 
" of India m railway matters 

Chairman — In practice the arrangement now is that m all financial 
matters irrespective of the financial powers that devolve on the Railway 
Board, the Financial Conmmissioner has the responsibility for exercising 
financial powers and he exercises that responsibility subject to the same con- 
trol from the Finance Member as any other member of the Finance De- 
partment 

N 1079 Mr Neogy — What are the classes of cases m which you consult the 
Finance Member 2 

Mr Parsons — That really depends upon my discretion, as is the case with 
any Secretary to Government, as to what cases are of sufficient importance 
to bring to the notice of the Hon’ble Member 

Chairman — I can add to this that as a matter of working arrangement 
Mr Parsons keeps me m close touch with him on all important financial ques- 
tions connected with the railways 

1080 Mi Rangasivami Iyengar — I take it that as a member of the Rail- 
way Board you have powers of sanction m respect of such matters as are de- 
legated by the Government of India to the Railway Board under the Act 
Do you exercise +hat power individually or as a corporate body 2 

Mr Parson <? — The position is exactly the same as it is with regard to 
other departments Though the Railway Board as such have powers under 
the Schedule, they are not used In all cases involving financial issues they 
come either to me or to the Finance Branch under me 

1081 Mr Rangaswami Iyengar) — In regard to all matters regarding 
financial sanction which are within the powers defined by the Railway Board’s 
Act you act as a member of the Railway Board to sanction such expenditure 

Mr Pat sens — We do not use that particular procedure now because as 
part of the Government of India we have much wider powers 

Chairman — Whether the powers have formally been delegated or not, 
all financial powers are exercised by Mr Parsons as a member of the Finance 
Department 
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1082 M) Rangaswami Iyengar — That is to say, as the Government of 
India Therefore, I take it that it is practically the Government of India 
which sanctions the expenditure and not the Railway Board That is the 
present practice 

Mr Parsons — Yes, that is the present practice We use the much 
wider powers which have been delegated to the Government of India by the 
Secretary of State 

1083 Mr Das — Do I understand that the decision of the Railway Board 
is subject to your approval ? 

Mi Parsons • — In every financial matter my approval is required 

1084 Mr Rangaswami Iyengai — What is your exact position in the 
Board 2 

M) Pai so ns — I am equally responsible with other members of the 
Board for the general management of the railways With regard to the ques- 
tion which do not raise financial issues, the constitution of the Railway 
Board is that the Chief Commissioner of the Railways is the sole techmcal 
adviser to the Government of India on railway matters and the Secretary 
to the Government of India m the Railway Department 

108 r i Mr Neogy — Does not your position as the Financial Commissioner 
of Railways differ m this particular point from the position enjoyed by the 
Financial Advisers of the other departments of the Government of India, m 
that you are identified with the administration 

Mr Pai sons — In matters which do not raise financial issues the final 
say rests with the Chief Commissioner of Railways and not with me 

1086 Mr Rangaswami Iyengar — May I take it that, generally speaking 
you do form par^t of the Railway Board and therefore you have your say ? 
So far as financial matters are concerned, you act as part of the Government 
of India 

Mr Faisons — The actual arrangement is that all financial cases including 
those m which the Railway Board as previously constituted had powers 
are referred for the approval of the Financial Commissioner 

1087 Sir Frederic Gauntlett — Do I take it that even though the matter 
financially be within the powers of the Railway Board, the Board as a whole 
would not outvote you ? 

Mr P arsons — If I do not agree with the Board and the Railway Member 
agrees w r ith the Board and I do not withdraw my objection, then I shall take 
my Side of the case to the Honourable the Finance Member, and if the Finance 
Member agreed with my view, then the method of setthng the disagreement 
between the two departments will be the ordinary method of the Government 
of India 

1088 Mr Neogy — Has any such occasion arisen so far ? 

Mr Parsons — I remember one case which occurred m my time 

1089 Mr Neogy — Don’t you find your position rather anomalous 2 
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Mr Parsons — Not m the least The fact is that both sides try to 'work 
m agreement If a disagreement arises, it is probably due to lack of full 
information and when the full information is given, then one side or the other 
sees which is the correct view I have myself found no difficulty , 

Chairman — We have been a very happy family after all As I have 
always said, this arrangement does require real amicable co-operation between 
a larger number of individuals than some of the other regular arrangements 
m the Government of India 

Mr Faisons — It requires an amicable co-operation between me and my 
Railway Colleagues and also, if I may say so, between the Finance Member 
and the Railway Member 

1090 Mr Cocke — In the event of your not agreeing to a certain project, 
have they a right to go over your head m any way ? 

Mr Parsons — The case goes to the Commerce Member and he deals 
with it and then if I am still sticking to my decision I may take it to the 
Finance Member 

Chairman — Let me illustrate it by a hypothetical case Supposing 
there is a new project for an entirely new railway line The Railway Board 
is very keen on building that hne, but the financial result is doubtful The 
Financial Commissioner says that he is not prepared to agree with the majority 
of the Board He insists on saying “ If this case is pressed against me, 
I will take the Finance Member’s orders ” The Finance Member agrees 
with him generally Then the majority go to the Commerce Member and 
he agrees with them Then you have got a perfectly clear case between the 
Finance Department and the Railway Department 

Mr Parsons would not agree to any big project without coming to me, 

' even if he agrees with his colleagues 

Mr Parsons — In actual practice the Chief Commissioner now is the sole 
final technical advisor He can overrule both the 'other members 

1091 Chairman — I think the best way is to take page 83 and look at 
the Appropriation Accounts and then come back to the letterpress “ Com- 
mercial Lines ” 

Mr Parsons — There is an excess of Rs 5,000 under voted The 
> Committee I understand wishes an explanation of that small excess and 
particularly I presume whether we could not have anticipated this extra 
Rs 5,000 at the time that we put up a supplementary grant The reasons 
which gave rise to this particular excess of Rs 5,000 were, first of all, m this 
year the Railway Board reduced their establishment and after we had asked 
for a supplementary grant it was decided to allow some men who were reduced 
with long service to take a certain amount of leave and their salaries came ' 
within this year That caused part of this excess grant The rest of it is 
accounted for by the Controller of Printing presenting a larger bill than was 
expected 

1092 Mr Romgaswami Iyengar — You mean to say that you had cut 
your establishment charges so fine that you were not able to find out that 
this extra expenditure would be incurred ? 



296 


Mr Parsons — We got the estimates pretty nearly accurate except for 
the printing charges 

1093 Mi Josh — What I want to know is this Mr Parsons says that 
this excess is due to certain changes m the personnel 

Mr Parsons — We reduced the establishment during the year and' after 
we put up the supplementary grant we decided to give certain of the men 
reduced a certain amount of leave The result of that was that certain leave 
charges came into payment m the course of 1925-26 and the balance m 1926- 
27 

Mi Josh — My question is this You make changes m the personnel 
to suit your work, there is no doubt about that, but should there not also 
be some financial consideration m the changes that you make 2 Suppose 
you find that you want to make a certain change m the personnel of your 
Board but you find there is no provision, should you not wait for some 
time 2 

Mr Parsons — You mean we should fail to secure economy because we 
have not sufficient money at the time 2 In that case my answer is No, 
we always endeavour to obtain economy at once 

1094 Chairman — But an economy may involve supplementary sums 

Mr Parsons — In this particular case these people served us a long time 
* and we thought it worthwhile giving them a httle bit of leave m this particular 
year — a thousand rupees or so I do not think we should postpone making 
an economy because a certain amount of initial expenditure will be incurred 
You have not to pay the salaries of these men for the whole of this year 

1095 Chairman — Mr Joshi’s point is supposing it occurred m circum- 
stances when it was too late to get a supplementary grant and you reahsed 
that it would involve a supplementary grant, would you not postpone for 
a month until you got your Budget provision 2 

Mr Parsons — I do not think I should I think it would be more m the 
interests of the Railways to get the economy straight off 

1096 Chairman — Even to the extent of incurring an excess vote 2 

Mr Paisons — I should consider it more important to get the economy 
immediately, and I would like to put before the Committee my views generally 
on the question of these excess votes, though there are very few such votes 
here We are attempting to get our revised estimates as near as possible 
We do not allow a margin for excess votes It is quite hkely that we should 
err a bit more on the other side 

Mr Josh — My point, if I may put it a httle more bluntly, is this You 
say you have done it for the sake of economy I want to know whether the 
Department even for the sake of economy is justified m deliberately spending 
more money than is granted 

Chairman — I would like to enforce that, Mr Parsons Supposing you 
put up a supplementary m February There is not the same objection to that 
supplementary bemg slightly in excess of your actual requirements as there is 
when you are putting up an original estimate at the beg inning of the year 
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m which the Budget is based That is a separate point I was on here; 
but if after your supplementary is put up, which is late in February, you. 
find that you will either have to incur an excess vote or postpone an economy 
involving the expenditure of more money on a voted service than has been 
sanctioned, deliberately, without the authority of the Assembly, then that- 
expenditure ought not to be incurred 

1097 Mr Hayman — Supposing we make up our minds after we put in. 
a supplementary that we want to bring an appointment under reduction by 
giving a gratuity or something of the sort, the payment it is true may involve 
an excess grant but we are convinced that we do not want the man after the 
1st March, shall we keep him on till the 1st of April ? 

Gliavrnian — Certainly, unless you can produce a supplementary grant. 

1098 Mr Rangasivami Iyengar — The whole pomt is if you do want 
to effect an economy by paying a gratuity, would it really matter if that 
gratuity is paid after the 1st of March 

Mr Hayman — The gratuity is paid under the terms of the service 
agreement 

Chairman — If it is due under the contract on the 1st March, you must 
pay it on the 1st of March 

1099 Mr Rangaswami Iyengar — That is true but would it matter if 
you delay it for a few days so that you can put it m your Budget estimate 

Chairman. — In the absence of Parliamentary provision of a sum for pay- 
ing that gratuity, you are not justified m paying it in spite of your contract 
Parliamentary provision should have been obtained for meeting your con- 
tract 

Mr Hayman — The point arises very acutely m the case of Railways 
when we have sometimes to send away a lot of the establishment 

Chairman — It cannot arise acutely between the time you prepare your 
supplementary estimate and the 1st April. If it does arise, I put it to 
this Committee that deliberately spending money over and above the provision, 
made for the voted services by the Assembly is an offence which you ought to 
avoid at all costs 

Mr Parsons — In this particular case it did not arise 

Chairman — No, but it arises out of your answer, Mr Parsons 

Mr Parsons — I shall of course obey the orders of the Government of 
India 

Chairman — The question is really of the supplementary estimate being 
reasonable and good 

Mr Parsons — It cannot be absolutely successful because I do not like 
myself asking for more m the supplementary estimate than I think is gomg to 
be spent, though I may be wrong 

Mr Rangaswami Iyengar — Between the two the other is the more serious 
offence 
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Mr Parsons — Of course it would be preferable to have a margin on my 

side 

Chairman — The difficulty tbis Committee bas to face is that overestimat- 
ing involves overbudgettmg and overbudgettmg leads to unnecessary taxation , 
while underestimating involves the expenditure of money without the sanction 
of the Assembly The best way out of that is to recognise that supplementary 
estimates are often unavoidable and some times even creditable But delibe- 
rately spending money if you know that you have not got it seems to me to be 
an act that no one ought to commit 

Mr B Das — It may be well if we recommend the Government to lay down 
definite rules m this matter 

Chairman — Of course the point made by Mr Parsons that we do not want 
to postpone an economy unnecessarily is a good one and such loss of money 
should be avoided but not at the expense of spending consciously money that 
Parliament has not provided 

Mr Parsons — It is m practice extremely difficult m all cases to put before 
the Assembly proposals for a supplementary grant in time Of course I do 
not m the least wish to take away from the control of the Assembly, nor have 
we done so m this case 

1100 Mr Neogy — You could have foreseen this particular expenditure 
It relates to the headquarters of the Railway Board 

Mr Parsons — We cannot get all the details 

1101 Chairman — This was largely due to printing charges being brought 
to account after the end of the year It is only a matter of Rs 5,000 but the 
principle is one we have got to stick to, to justify our existence at all Now we 
will take paragraph 41 of the Auditor- General’s letter — 

“ If the Accountant General has mentioned m his notes all the cases in 
which excesses under sub-heads have been covered by reappro- 
priation the Public Accounts Committee will doubtless agree 
that too little attention has been paid to this impoitant feature of 
financial control ” 

Have you, Mr Hartley, mentioned all the cases ? 

Mr Haitley — Only one was left out — the Madras and Southern Mahratta 
Railway , their report came m the other day 

Sir F Gauntlett — Mr Hartley has drawn attention m paragraph 16 of his 
report that this is due to the fact that the decision to prepare the appropriation 
accounts by sub-heads corresponding to the sub-heads of demands was arrived at 
after the close of the year 1925-26 and the necessity for making re-appropna- 
tions within the sub-heads of a grant was not realised by the Railway Adminis- 
tration before this decision was communicated to them I only draw attention 
to that because of what Mr Hayman said that he actually had followed the pro 
■cedure for every year 
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1102 Chairman — Then we come to Grant No 2 — Commercial Lines, page 
84 

Mr Neogy — Here again there is an excess vote 

Mr Parsons — Here I must plead guilty The only explanation of this 
excess is that given m the footnote — that certain officers whose pay is voted were 
transferred to certain posts of Government Inspectors for which provision was 
made under non-voted charges 

Mr Rangaswami Iyengar — Has there been a net saving 2 

Mr Pat sons — Yes, on the grant The actual position was that two offi- 
cers were posted as Government Inspectors 

Mr Neogy — When were the postings made 2 

Mr Paisons — These two particular people were posted I think after 
we prepared our revised estimates 

Chairman — The fact was that you did not reahse its effect 2 

Mr Paisons — I very much doubt whether it was brought to the notice 
of the Finance Branch One officer was, I think, an officer of the East Indian 
Railway — his pay was votable The postings were probably made after we put 
up the supplementary estimates 

Chairman — The fact is that the administrative section did not bring it to 
the notice of the financial section Can you take steps to stop this sort of 
thing 2 

Mr Parsons — Yes I must plead guilty on this occasion. 

Chairman — I always have sympathy when it is a question of voted and 
non-voted , but you have now taken steps to stop that 0 

Mr Eayman — Yes 

1103 Chairman — Then we can have a statement that there was failure 
to inform the financial section and that steps will be taken to avoid that m 
future 

Grant No 4 — page 88 

Mr Neogy — We find that your estimates about the Lee Concessions weie 
alwa ys m excess of actual requirements almost invariably we find under some 
heads remarks like that “ Over-estimation of payments on account of Lee 
concessions 

Sir Frederic Gauntlett — I have a general comment on that, Mr Neogy, m 
paragraph 48 of my letter * — 

“ The Railway Board when scrutinising the budgets might have checked 
more carefully the manner m which provision was made for pay- 
ment of Lee concessions The Madras and Southern Mahratta 
Railway made no prevision whatever ” 

I think that was the point with reference to errors and omissions m the budget 

mg 

Mr Parsons — The position was that the orders came out in February and I 
think special arrangements were made to pay the arrears before the end of the 
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year What happened on the Madras and Southern Mahratta Railway was that 
they thought they had about 34 lakhs available from savings and then they 
found they had not 

Sii Fi ederic Gauntlet? — My point was that there was no provision whatever 
m the Budget estimates for the Madras and Southern Mahratta Railway. 

Mr Parsons — I don’t think it was agreed upon at that time 

Mr Neogy — But you made provision under some other Company-manag- 
ed Railways 

Mr Parsons — My recollection is that we cut out the provision in the 
Budget There was some discussion m the Assembly and it was agreed that' 
we should prefer to put it up again This particular railway had not originally 
provided anything 

Chairman — You had a supplementary for the purpose of the Lee conces- 
sions money and you distributed that to various railways In the case of the 
Madras and Southern Mahratta Railway you did not think it necessary to add 
any provision to their total requirements because you thought they had savings 
It was not that there was no provision made 

On page 89 the Auditor General has a comment paragraph 45 of his letter — 
to the effect that the budgeting on the Bombay, Baroda and Central India Rail- 
way seems to have been poor 

Sir Frederic Gauntlett — I was only comparing the original 299 lakhs 
against the actual expenditure of 365 That is an increase of about 23 per 
cent Part of it is due to the Lee concessions 

M) Rangaswami Iyengar — At page 90 also the same question again 
arises — the general question of leave salaries 

1104 Sir F r edenc Gauntlett — I have a question on that, Sir — why these 
delayed adjustments occurred on this Railway alone during the last quarter of 
1924 25 ? 

Mr Hartley — There were delays on other State Railways as welL 
though smaller delays We got the statements from England some time, I 
think, about the 10th of May and those had to be dealt with m my office and 
then distributed to the Railways Under the rules the books have to be closed 
on the 10th May There was a httle delay m my office 

1105 Mr B Das — I have a question to ask on page 90 about the Aden 
Railway Is that going to be transferred to Great Britain or is it going to be an 
Indian Railway ? 

Mr Dayman . — The question is now under consideration 

Mr Parsons — I ha\e not seen the file myself. At the moment; we have 
not transferred it It is still m our control I am afraid I cannot answer your 
question 

1106 Mr B Das — Page 97 There is an excess here on the Madras and 
southern Mahratta Railway of Rs 78,000 
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1107 Chauman — That is the same explanation — Lee concessions Page 
08 Attention is invited by the Auditor General to the comments of the 
Accountant General 

Sir Frede,ic Gauntlett — The original estimate was 4,87 The actual ex- 
penditure was 606 

Chairman — The explanation is really found at page 111. Other expenses 
show an excess 

Mr Parsons — It was due to defective budgeting. 

Chairman — Is there any other explanation besides defective budget- 
ing? 

Mr Parsons — No There was an increase m rates and taxes, but I t hink 
it was due to defective budgeting 

Sir Frederic Gauntlett — Then on page 99 we come to that very cuiions 
transaction on the North-Western Railway which Mr Parsons mentioned It 
is m paragraph 77 of the Report and paragraph 18 of my letter 

Mr Parsons — The position is that we introduced the Divisional system on 
the North-Western Railway m the course of that year The budget was put 
forward for the Administrative charges under the old departmental system 
and when the Agent distributed these grants, he did so taking into account 
the divisional system The effect of the divisional system was to transfer a 
good many charges from one head to another 

Mr Rangaswami Iyengar — Would you find this excess under any other 
head 2 

Mr Parsons — Whether there are excesses or not will depend on the ori- 
ginal estimates In the North-Western Railway, you will find mcreases under 
some heads, such as the engineering and it means that the salaries of certain 
people were quite definitely allocated 

Mr Rangaswami Iyengar — I understand your pomt Can you show it 
in this report 2 

1108 Chairman — There is considerable overestimating under Grant 4 
Is that set off by underestimating m the grant of the North-Western Railway 
m one or other of the other grants 2 

Mr Parsons — I have not attempted to collect particular figures 

Mr Rangaswami Iyengar — Probably if you look into the North-Western 
Railway budget, you can find it out 2 

Mr Hay man — We could not readily get a proper classification on the 
introduction of the divisional system as between Demand 4 and Demand 5 

1109 Mr Rangaswami Iyengar — On page 117 there is a big saving How 
is it explained 2 

Chairman — Will it be diffi cult Mr Parsons to put m a statement 2 

Mr Parsons — I think it would be rather difficult But I may say that 
the reason for this variation under the heads was the introduction of the 
divisional system * 
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Mr Rangaswami Iyengar — Therefore we must find out whether thiB 
thing which occurs here occurs elsewhere also 2 

Mr Parsons — There is no overbudgetmg. 

Chairman — If your explanation is that it was not overbudgetmg, we 
want to assure ourselves whether it is so 

Mr Parsons — If we probably look into it, we can put m a statement 

Chairman — What we want to be satisfied with is whether there was over- 
budgeting m the North-Western Railway 

Sir Frederic Gauntlett — These variations are explained m the statement 
on the general question of overbugetmg 

Chairman — You can put m a statement 2 

Mr Poisons — Yes, if it is wanted 

Mr B Das — When there is overbudgetmg, I take it Mr Parsons has 
the power of reappropnatmg from one head to the other 

Mr Rangaswami lyengai — The whole excess has occurred because of the 
introduction of the divisional system, or is it really due to a case of bad over- 
estimating 2 

Mi Parsons — If you turn to paragraph 18 of the Auditor General’s 
letter, vou will see that there is no bad overestimating by the Agent when he 
distributed the sums under the vanous sub-heads Paragraph 18 will show 
you that the Agent overestimated only under the head Agency. 

Sn Fi ederic Gauntlett — A general statement of the budget regarding the 
North-Western Railway is to be found at page 80 

Chairman — This seems to be under the revenue head. 

Mr Poisons — That is under head 5, Revenue — Repairs and Maintenance 
operations The overestimating is partly due to the reasons I have already 
given The trouble to start with is we do not spend as much as we expect 

Sir Fredenc Gauntlett — I have referred to the general question of over- 
budgetmg I thi nk the statement on page 80 shows that the expenditure 
was nearly 121 lakhs less than the grant 

Chairman — I do not think we need pursue that point any further 

1110 Mr Rangaswami Iyengar — In page 109 under contribution to the 
provident fund, the expenditure is less Do you mean to say that you are 
not able to spend the sum budgeted 2 

Mi Parsons — It is not very easy to say exactly what amount is required. 
We cannot make a correct forecast of what amount is required It all depends 
on the date of retirement of the individuals 

Mr Rangaswami Iyengar — What is the difficulty m giving accurate 
figures 2 

Mr Parsons — It is not easy to give accurate figures m a very large estab- 
lishment where everybody is on the provident fund system There are man 
casualties m the course of the year which we cannot foresee 
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Chairman — If you look at the explanation given by the Burma Railways 
you will find the reason for the variation 

Mr B. Bos — Do all the superior Railway officials join the provident 
und ? 

Mr Parsons — In the State-managed railways the engineering officers 
used to have pensions, but the ones recruited now come under the provident 
fund ' 

1111 Chairman — Have you any explanation for the great saving of 
over 17 per cent on the rolling stock 2 (Page 119) 

Mr Parsons — I think 70 lakhs is due to automatic couplers, and about 15 
lakhs due to special repairs. The chief railway is the North Western Railway. 

Chairman — That is due to economies over the railways 

Mr Parsons — Yes 

Mr Rangaswami Iyengar — Now that automatic couplers have been re- 
ferred to I may say for the information of Mr Parsons that a recommendation 
for nearly one crore was made for the automatic coulpers It was resolutely 
opposed by the non-official members as an unnecessary provision 

Mr Parsons — We must be very glad that it has not been spent 

Mr Rangaswami Iyengar — What I want to draw attention to is that 
when this provision was made, a motion for reduction was actually made m 
the Assembly and it was defeated at the instance of the Government on the 
ground that this provision was absolutely necessary It now transpires that 
this provision was not at all necessary Does this not show that this provi- 
sion was made m the budget without proper enquiry ? 

Mr Parsons — The position as I understand it is this At that time they 
expected to be able to go ahead with the automatic couplers scheme Every- 
body was of opinion that m that year they wanted money 

Mr Rangaswami Iyengar — May I state what my recollection is 2 When 
this sum was budgeted for, we were told that this capital charge was meant 
as an additional improvement to the existing rolling stock and that it should 
be put to capital expenditure As a matter of fact we were told by Mr Sun 
that the actual expenditure was not capital cost but that it represented the 
cost of removing the existing couplers and paying for the new ones He made 
a detailed statement m regard to this project and wanted to put m more than 
a crore of rupees Then we found there was a great deal of controversy as 
to the expediency or practicability of this expenditure and we find now that 
the whole of this sum has lapsed My point is whether we are right m assum- 
ing that there was no proper scrutiny on this provision It ought to have 
been scrutinised more closely before provision was made m the budget 

Mr Parsons — I am afraid I am not prepared to admit that it was noi 
properly scrutmised 

Mr J oshi — Have you given up the idea of automatic couplers 2 

Mr Parsons — They are still examining what types of automatic couple- 
should be adoted and also about the cost There is no doubt the cost wil 
considerably mcrerse over and above what we expected at the beginning 
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Mr Rangasivami Iyengar — Even if tlie cost is more, it will not be a 
capital charge, it will be a revenue charge Is it worth while parsmng it when 
the Assembly was agamst it 7 

Mr Parsons — It is being examined. We shall see what the financial 
effect would be Whether it is debited to capital account or revenue depends 
■on the facts and the rules of allocation 

Mr Neogy — Have you anybody m your staff on whose advice you can 
-depend regarding the purchase of machinery 7 

Mr Parsons — Yes 

Mr Neogy — Or is it the new fangled idea of somebody not m the Rail- 
way 7 

Mr Parsons — It is Mr Wrench’s proposal 

1112 Chairman. — It is really a general question Provision is made for 
■automatic couplers entailing considerable expenditure this year and m the 
end nothing has been spent What is your justification for including the sum 
of 70 lakhs for this expenditure m the original estimates 7 

Mr Parsons — Because at the time they expected to spend it, and sub- 
sequently they found difficulties in deciding on the type of automatic couplers 
that are to be used 

Chairman — Surely at the time when the 70 lakhs was inserted you had 
reached a stage when you had decided on the particular kind of automatic 
coupler to be used 7 

Mr Hayman — Yes, that is so The technical side informed Mr Sim 
that they would be able to decide within the year upon a particular class of 
automatic coupler, but there were difficulties about getting a suitable transi- 
tion device They hoped that they would be able to incur the expenditure 
in the course of the year When this transition device question was being 
discussed, other questions arose Naturally we are investigating the whole 
question We want to adopt the most suitable form of coupler , one which 
would be most economical 

Chairman — It really comes to this, that provision was made for a par' 
bicular expenditure before you had really arrived at a decision as to the parti- 
cular kind of automatic coupler to be used 7 

Mr Hayman — I would say, that this was partly so 

Chairman — Is that a frequent case of overestimation 7 

Mr Parsons — No. I do not think there are other cases m my experience. 

Mr Rangaswami Iyengar — Are there not many cases m which this kind 
of provision is made 7 

Mr H G Cocke — My recollection was that it was put as a tentative 
provision 

Mr Rangaswami Iyengar — My recollection is to the contrary My re- 
collection is they said “ This is the first instalment If this provision is finished, 
we will have to buy automatic couplers right through m all the railways which 
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could entail much larger expenditure We are going to spend tins sum this 
year and m subsequent years we will come for larger expenditure ” Is it 
not rather strange to embark on a scheme like that without proper investiga- 
tion or scrutiny and without any sort of check 2 

Mr Parsons — There was a very careful check and scrutiny on the tech- 
nical side 

Chairman — I think we are entitled to make some comments because the 
technical officers were allowed to swell the budget by putting m this provi- 
sion in the budget 

Sir Fiedenc Gauntlett — I have made a general comment on that parti- 
cular point The point is, I presume, that after provision had been inserted 
m the budget, new estimates of the cost were prepared and this is the revised 
estimate of the cost 

Mr Faisons — We have not yet got a revised estimate of the cost We 
have got some rough figures We have not got anything like a correct estimate 

Sn Frederic Gauntlett — Provision was made m the budget before final 
estimates were prepared 

Chan man — That is admitted It was one technical point which has 
been explained 

Mi Parsons — We have incurred a certain amount of small expenditure- 
m experimenting with the various types That is the only thing done 

1113 Mr Neogy — Why were the engines belonging to the North Western 
Railway transferred to Bast Indian Railway, Eastern Bengal Railway and the 
Sukkur Barrage 2 Is it that the North Western Railway was overstocked with, 
engines 2 

Mr Parsons — Yes 

Mr Neogy — What is the reason 2 

Mr Parsons — The reason is this Previously it was always considered' 
necessarv to keep m reserve certain locomotives, for mobilization, over and 
above the requirements of railways Subsequently partly because the fines on 
the frontier had been strengthened and brought into use, and the locomotives 
on the mam line could be taken throughout the whole fine, and partly because of 
the general arrangements over the whole railway, they admitted a transfer of 
engines without vitally affecting the internal services This was the reason 
why they thought it to be unnecessary to keep so many locomotives actually 
m reserve for mobilisation purposes Those are the mam reasons for the over- 
stocking 

Mr Neogy Is it only the North Western Railway that keeps a reserve of 

locomotives 2 

Mr Parsons I think there is no other railway so far as mobilisation 

reserve is concerned 

11M Chairman — In page 120, under machinery and tools, there has been 
a consistent under-estimation 2 

✓ 

Mr Haitley — The mistake was m classification 
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1115 Mr B Das — -Why is there so much of surplus stores so far as Forth 
Western Railway was concerned? There was only an expenditure of 64,000, 
whereas there was a stock of more than 3 crores Was there any check hy 
the Railway Board when the stores were indented for ? 

Mr Dayman — The Railway Board do check the indents New stores 
would be purchased only when there was no stock 

Chairman I think the answer is quite simple There is a check and every 

endeavour is made m ordering new stores to see the exact amount of stores 
already m stock 

1116 Mr B Das — I have another suggestion to make regarding the system 
of preparation of the budget of the railways The Assembly is given only this 
small book It does not contain as much detail as the civil budget Consider- 
ing the way m which it is classified by the Accountant General, Railways, it 
is very difficult for the Assembly to criticise the railway budget It -would be 
much better if they are put m the same way as the civil budget 

Chan man That is a question to be decided by the Standing Finance 

Committee on Railways They scrutimse the budget and they have pres- 
cribed the form m which it has to be prepared 

Mr Rangasivami Iyengar — My impression is that this very question was 
crone into by a special committee, and we decided that the general presentation 
,of the budget should be under the heads which now appear 

Mr Josla I think Mr Das’ point is that the details of the grants also 

should be given in the budget book according to the different railways 

Chairman —The pink book does contain those details 

Mr Joshi —That is true My friend’s point is that those details should 
also be given m the budget 

Mr B Das —We can then criticise the budget much better 

Mr Parsons —I am afraid you will not find any general agreement on that 
point We give details m the pmk book and not m the railway budget with a 
view to prevent the members of the Assembly having to handle an unwieldy 


document. 

Mr Rangamarm Iyengar -We used to get these detads along with the 
financial statement m the foolscap site We felt that that was a bewddenng 
document In consequence of a special report which the Auditor General had 
submitted to us, we mtroduced the present system If my fnend Mr Das wants 
any information, I am sure it will be supplied by the Railway Board 

Chairman —I am afraid Mr Das is raising a question on which a decision 


had been arrived at two years ago 

Mr Jos}n __My fnend Mr Das does not want all the details In the es- 
timates, he only wants the totals according to each railway He does not 
want all the details 

Chairman —The arrangement of railway budgeting is at present very 
much m the hands of the Standing Finance Committee on Railways All these 
forms are approved by them If the present system is to be changed, it has 
to be done by the Standing Committee. 
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Mr Rangaswarm Iyengar — May I say one tiling? I agree with Mr Das m 
this sense that the pink books which are practically prepared by the railway 
administration give much fewer details for the use of the Assembly than what 
the other departments give Generally we find we get very little light m the 
, budget estimates of the railway administration 

Mr Parsons — The trouble is this We are dealing with a much larger 
establishment than any other department The members of the Assembly 
have very little time to go through big books The whole question is to what 
extent it is in their interest to go through so many books 

Chairman — The further discussion can be avoided The point raised is 
one for the Standing Finance Committee on Railways 

Mr B Das — I only want the items spent on each railway 

Mr Parsons — When the two budgets were separated the Standing Finance 
Committee on Railways specifically approved this system of preparing the 
budget 

Chairman — If there is a feehng that the system should be changed, we must 
record m our reports that reference should be made to the Standing Fmance 
Committee on Railways * 

Mr Rangaswami Iyengar pomted out that it was the established con- 
vention that m respect of the form of demands of grant the Public Accounts 
Committee should be the proper authority to be consulted 

Chairman — I quite agree m general, but m this case it would be better 
to leave it to the Standing Finance Committee 

1117 Mr Cocke — I should like to call attention to the satisfactory figures 
of compensation and trust they will show more progress with the watch and 
ward staff 

Mr. Parsons — The percentage of net amounts paid during the last quarter 
on the East India Railway was only 031 — a considerable improvement on the 
figures before, which were 1 2 or 1 3 The latest statistics also show a very 
satisfactory percentage accompamed with a reduction m the cost of watch and 
ward and the staff engaged on claims, also a reduction m the number of un- 
settled claims 

Mr Neogy drew attention to the saving under Aden Railways on page 128 

Mr Hayman said that the Military Department at that time paid for the 
expenses on the section mentioned 

1118 Chairman called attention to the Auditor General’s comment on 
pages 133 and 134 — Capital — New Construction 

Mr Parsons — This is a new construction We are not able to say quite 
definitely at the time the budget is prepared whether a particular railway would 
be taken up because ordinarily the survey has been undertaken the previou 
cold weather and we do not know the actual or probable results of the surveys 
by the time the budget is prepared We therefore put m particular schemes 
and hope some of them at any rate will fructify I think we ought to have a 
free hand really to vary our programme irrespective of the 31st March We 



308 


do get held up, particularly by land acquisition and are not able to spend as 
much on particular lines as we may hope we shall when we frame the estimates. 
In fact this is one of the reasons why we have adopted the lump cut expedient 

1119 Chairman — What is the reason for the excess vote on page 132 2 

Mr Parsons — It was due to a system by which the amounts were 
entered m the accounts of the year while the payment was actually made 
during the following year , the practice had now been altered and now 
corresponded to that of other railways 

1120 Chairman — I would just draw the attention of the committee to 
page 3 of the report — paragraph 12 — where the excess is shown as 152 under 
this head — vshereas on page 132 it is given as 135 Which is correct ? 

Mr Hartley — I cannot say from memory I shall inquire 

1121 Mi Neogy — On page 133 again, the Auditor General refers to the 
Raipur-Parvatipur extension 

Mr Parsons — This is covered by the general explanation — we were not 
able to get on as quickly as we expected , it is a big project connected with the 
new harbour at Yizagapatam I think it is almost inevitable with regard to 
new projects , I do not know of any method by which to prevent this that is 
why we have resorted to this lump cut system 

1122 Chairman — I am a little puzzled , Account No 7 states that the 
grant was 840 lakhs on the budget m the next page the figure for probable 
savings is shown as 194 lakhs — total net voted 646 lakhs 

Mr Parsons — That is the lump sum cut 

Chairman — I take it then that 646 is the grant sanctioned by the Assembly 
why do you not show it on page 134 2 

Mr Parsons — On page 134 we are comparing the expenditure with the 
allotments made to each railway 

Chairman — But surely the first statement m the Appropriation Report 
ought to be the amount voted by the Assembly and unspent 2 

Mr Hayman — We do not make a reduction by each railway 

Chairman — It is, I think, important that we should have a table showing 
the actual vote of the Assembly and the actual expenditure incurred 

1123 Chairman — On page 141, you have put m probable savings to get 
the right comparison 

Sir F Gauntlelt — Even this very big lump cut of 723 lakhs was not quite 
sufficient 

Chairman — It was very near 

Mr Parsons — I think the Auditor General from his previous experience 
knows how extremely difficult it is 

1124 Mr Neogy — On page 147, there is a very large saving under East 
Indian Railway 

Chairman — A very full explanation of the reasons is given these are of 
course the individual cases which justify the lump cut 
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1125 Mr Das — May I ask a general question m regard to Grant No 8 2 
The Government of India borrows money on the capital account for the rail- 
ways, and if the railways over-estimate their budget and say they want 12 
crores while they can actually spend only 8 crores the Government of India 
have to pay interest on the remainder What is the safeguard ? 

Chairman — This is a very important question that, I hope will be settled 
some day by an extension of the separation of the railway and general budgets, 
so that the railways will budget themselves and borrow themselves direct m the 
market on the security of railway stock That is the future that I look forward 
to, but at present we borrow both for the provincial governments and for the 
railway department and we take the risk of borrowing an unduly large amount. 
In 1925-26, 1926'-27 and 1927-28 we have not suffered any loss because we have 
not been misled by any of these estimates 

Mr Parsons — After all this was the first year that we tried this lump cut 
system and I hope the Committee will recognise that , also that this year’s 
estimates were much better than previous ones 

Chairman explained the position further this year they were keeping up 
the balances by means of treasury bills as things have worked out so that they 
were borrowing with reference to the monthly cash position and not really with 
reference to the railway estimates , the ways and means budget put before the 
Assembly was illustrative rather than accurate 

1126 Mr Das — Then I take it m 1925-26 the Government of India did 
not borrow m excess on behalf of the railways and provincial governments 2 

Chairman — In that year we had nothing but a conversion loan We 
financed all new capital expenditure from the balances and receipts from Post 
Office Cash Certificates, etc Our balances had gone unduly high m a sense 
because one of the first things I did was to try and get rid of all treasury bills 
for the time being As for the Finance Department correcting the mistakes 
of the Railway Department, I think Mr Parsons is quite justified m claiming 
that he did not make any particularly bad mistake this year We recognise 
that it is difficult to estimate very accurately m advance , but ultimately you 
do want to get to the position where the borrower is responsible for his own 
ways and means 

1127 Mr Joshi — The five year period for which Rs 150 crores was 'bor- 
rowed is now over Is it not due to the Assembly that you should now make a 
report as to what you have done, besides the information you have given m 
your annual reports ? 

Mr Parsons — That question was raised m the Assembly last session 
We have explained definitely year by year what money has been spent and on 
what projects 

Chairman — I think there is some misgiving about it and I am not at all 
sure that it would not be useful m order to clear it for the railway department 
to publish a fairly full statement of its capital expenditure going back to the 
date on which this programme was sanctioned 

Mr. Joshi — My point is this if you now think that nothing more is 
necessary than what you have given m the annual reports, why did you get your 
resolution passed for five years ? 
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Chairman — I think it is the same argument as Mr Parsons used just now ; 
I was not there when it was done and I honestly do not think I would have done 
it , but the argument used then was that the Acworth Committee had recom- 
mended that the railways were hopelessly hampered by the attitude of the 
Fmance Department and that it was m the interests of India that a programme 
m the neighbourhood of Rs 150 crores should be spent m the next five years to 
rehabilitate the railways , it was the boom period 

Mr J oshi — Experience has proved that that estimate was a very great 
over estimate and that fact should appear somewhere m the report 

Chairman — That has been stated over and over again , but that parti 
cular resolution can be justified I think the Assembly were absolutely right m 
insisting that there should be a real effort made to develop Indian railways — 
that was the real meaning of the resolution 

1128 Sir Frederic Gauntlett — Page 171 There is an important point to 
be mentioned here, and that is, the figures do not agree with the corresponding 
figures m the Statement of Demand No 10. That is why I called attention to 
it 

Chairman — What was the demand ? 

Mr Hartley — So far as the grant is concerned, the figure has been taken 
from the Board’s budget The figures under sub-heads are not those passed 
by the Assembly, but the total shown against the various sub-heads m this 
column have been taken from the budget books of individual railways prepared 
by the Railway Board 

Chairman — After all, the comparison must be with the giant passed by 
the Assembly That is an important point 

Sir Frederic Gauntlett — I think we should emphasise that point 

Chairman — What we are here to do is to compare expenditure with the 
grant 

1129 Sir Fredenc Gauntlett — I think the Railway Board might also look 
mto the matter from their point of view Page 179 I should like to know if 
the Financial Commissioner has power to allot from one head to another on 
this particular line ? 

Mr Parsons — I can explain the point It was the price at which this 
rolling stock stood m the books of the North Western Railway and was charged 
to capital It was subsequently written back 

Chairman — I suppose they stood m the books at a different figure from 
what they Were sold at 

1130 Chairman — Page 184 Here again the footnote seems to suggest 
that the Appropriation Report might be prepared m a slightly different way 

1131 Mr Neogy — Page 186 What are the advances made to the Arakan 
Light Railway under Subsidy ? I thought this railway was always a losing 
concern 

Mr Parsons — We had to pay them guarantees At one time we thought 
that the payment should not be made, but we took legal advice, and we were 
advised to pay this amount 



Mr Neogy — Is tins a proper head to charge 2 Did you pay this over and 
above the price that you settled 2 

Chairman — The contract was such that we had to make payment not only 
of the sum required, but income-tax and supertax thereon We bought that 
out now 

1132 Mr Das — Page 188 You have carried out new surveys for which 
you did not receive the sanction of the Assembly I want to know what is 
the hunt of the power of the Assembly m this matter and whether new surveys 
can be undertaken without the sanction of the Assembly 2 

Mr Parsons — So far as surveys are concerned, the answer is that almost 
every week, we get proposals to survey various possible railways, and within 
the limits of our grant which the Assembly gives us we take them up We get 
suggestions from the Provincial Governments and from commercial bodies, 
and within the hmits of our grant, we take up surveys which seem likely to 
produce profitable results 

Mr Das — If the project matures, I suppose it will be charged to its 
capital cost 2 

Mr Pai sons — If we undertake the project, the expenditure is then written 
back 

1133 Chan man — This original grant for surveys was Rs 9,74 That 
was explained at the time to the Assembly as being for individual railways 
These minor surveys correspond to the minor works 

M* Das — I am referring to new projects 

Mr Pai sons — We put down the new projects m the budget, and as far as 
we can we give the details of the surveys that we hope to be able to take up 

1134 Mi Neogy — Page 189 What is this Committee to examine the 
procedure for the disposal of scrap materials on the Oudh and Rohilkand 
Railway 2 

Mr Parsons — There were a few bad frauds on that Railway m connection 
with the disposal of scrap materials for auction, and we have had to put on an 
accounts man and an Engineer to thoroughly overhaul the procedure to see if it 
was right 

Sir Frederick Gauntlett — That was called attention to m considerable 
detail m last year’s Audit Report 

1135 Mr Rangaswamy Iyengai — I find that under these miscellaneous 
estabhshment charges, there have been numerous Committees appointed for 
which no grant was asked for In some cases the expenditure very largely 
exceeded the sanctioned grant Except m two cases, there has been excess of 
expenditure m all the rest 2 

Chan man — How far was the Finance Committee consulted m this matter 2 

Mr Parsons — My general arangement with the Standing Finance 
Committee is tins They are generally consulted on all proposals for permanent 
superior establishment, but I don’t necessarily consult them on small Com- 
mittees There is no idea that I should consult them for a few thousands 
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If I did so, the Committee would have to stay m Simla and Delhi during the 
whole year 

1136 Mi Rangaswamy Iyengar — There was a definite lump sum voted out 
of which you have spent only 1,5 Are not these Committees of the character 
described m 14-Miscellaneous Special Establishments 2 

Mi Neogy — Are these establishments attached to the Railway Board 
or to the different Railways 2 

Mr Parsons — All these Committees are under the Railway Board, and they 
generally submit their Report to the Railway Board 

Mi Rangasivamy Iyengar — Don’t you think that if, as a matter of fact 
these Committees are a necessity to examine these things, you must ask for 
expenditure, or you must put down a special allotment for it 2 Do you want 
these Committees every year 2 

Mi Parsons — It is all experimental expenditure m the course of the year 

Mr Rangaswamy Iyengai — What I want to know is if it is necessary 
every year for the Railway Administration to have Committees should you not 
provide for those Committees by means of a grant 2 

Mr Parsons — There are necessarily special inquiries m the course of the 
year some of which we cannot foresee Where we know definitely about an 
inquiry, we come to the Assembly, but where we cannot foresee, we do not ask 
for a grant Where we know at the time of the budget something about the 
inquiries, we always give details 

Mi Neogy — What are the considerations that determine as to whether a 
particular Committee or inquiry is to be mentioned specifically or is to be 
lumped up under 14 2 Is it the amount of expenditure 2 

Mr Paisons — The actual procedure is that at the time the budget is 
framed, we give all details of the inquiries or Committee about which we know 
something , the balance is the sum for various inquiries which m the course of 
the year it may become necessary to make 

Mr Rangaswami/ Iyengai — I put it to you, Mr Parsons, that you yourself 
particularise 13 items here for many of which you did not ask for any grants, and 
then it turns out that under all those heads you have had to spend money If 
you had put all that under unforeseen expenditure, it would have been under- 
standable 

Chairman — It is not quite a satisfactory way I think you may mention 
this and add a footnote You could easily add a footnote to it and say “ No 
estimate framed ” It is only a question of form 

1137 Chairman — Page 192 Did you take a supplementary for this 2 

Mr Paisons — I think not At present we have got no vote for it 

Chairman — I am not at all sure if you do want a vote for it 

The Committee adjourned till 11 AM on Saturdav the 20th Augu t 

1927 
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Evidence taken at the 1 5th meeting of the Public Accounts Committee 
held on Saturday, the 20th August at 1 1 a.m. 


(1) Tlie Honourable Sir Basil Blackett, K C B , K C S I , Chairman 

(2) Mr H G Cocke "j 

(3) Maulvi Abdul Matin Choudhury 

(4) Mr B Das 


(5) Mr A Rangaswami Iyengar y Members 

(6) Mr N M Joshi 

(7) Mr K C Neogy 

(8) Mr K Ahmed 


(9) Sir Frederic G-auntlett, Auditor General 

yWeie also 

(10) Mr J M Hartley, Accountant General, Railways J present 


Mr A A L Parsons, Financial Commissioner, Rail- h 

ways ^Wii/iesses 

Mr A M Hayman, Director of Finance, Radweys J 

1138 Chairman — Before we go on with the Railways, there was a ques- 
tion on page 447 with regard to the Central Government civil accounts, about 
wh ch we decided to ask the' railway representative Page 447 under expendi- 
ture m England under the control of the High Commissioner — short recoveries 
of Rs 1,86,000 under State railways Anticipated recoveries did not maten- 
' ahse m the case of certain stores 

Mr Parsons — The explanation is that there was a lapse of about a crore 
each m the English material purchased by the East Indian Railway and the 
Great Indian Peninsula Railway I don’t know what the particulars were on 
the East Indian, but on the Great Indian Pemnsula it was largely material 
for the electrification scheme Therefore, the Stores Department did not get 
the percentage on the 2 millions as was expected 

With regard to the second part, I think the J per cent that is shown as 
charged is a clerical mistake for a half The position is that our Consulting 
Electrical Engineers take direct charge of the purchase of these stores and the 
High Commissioner only did the shipping and accounting work Therefore 
by definite agreement with him, instead of being charged the usual percentage 
(which I think is 2 per cent ) we were charged half per cent. 
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Mr Das . — There was another question about the Postal Department. 

Mr Aravamudha Ayangar — The Director General has circulated a memo 
randum which shows that no action is necessary 

Page 193 of the Railway Appropriation Accounts 

1139 Chairman — Appropriation to Deserve Fund We just mentioned 
this last night Here is an excess vote m circumstances m which it is almost 
impossible to avoid the risk of an excess vote I don’t know whether it will 
be possible for this committee 

4 

Mr Rangaswami Iyengar — I thought the Auditor General would be 
here I think that this is a general question affecting the whole of the ways 
and means part of our budget There are many parts of the budget, for 
instance, m which it is absolutely impossible for us to go on dealing with the 
question of over-estimating or under-estimating Because there are instances 
m which loans are asked for private schemes, ways and means for various 
purposes, and m those cases we find that they take less and we have got to 
provide for more with the result that as a matter of fact there is no question 
of real expenditure involved This is shown under the head of expenditure 
by reason of the fact that it affects the Central Government I should like, 
Mr Chairman, to examine the whole of tbs revenue position m the budget, 
and see exactly to what extent the verdict both of the Audit as well as of the 
Public Accounts Committee can improve the method on which we can deal 
with it Take this excess vote of 50 lakhs As a matter of fact, we ought to 
be thankful that it is there and there are many other cases m wlrch provincial 
governments have asked for more money The Government of course have 
taken to cutting down the estimates sent by the Railway Compames and I 
dare say the Central Government will m due course also cut down the total 
estimate required m a similar case But I would like to examine the question 
there are things like interest on debt, various reserve funds and various trust 
money where some people do draw the money which is due to them, some 
people don’t And m that way there is great variation m the budget figures 
I should like to know whethei it really forms pait of the scrutiny which the 
Public Accounts Committee has to exeicise over expenditure and if so what 
is the nature of the scrutiny which I dare say we aie under duty to exercise but 
would it not be possible to separate these two aspects of the question ? There 
are cases m which real expenditure is involved, where the revenue position 
is affected 

Mr Parsons — This question of the excess vote here arises only with re- 
ference to the appropriation to the Reserve Fund It can also arise under 
working expenses That is to say, it is quite conceivable that, however good 
my estimates are, I may get a rush of traffic — cotton or something — on my ordi- 
nary receipt side which will mean that I shall not have asked enough for my 
dependent expenditure , 

Chairman — Still, the working expenses raises a different area of thought 
The trouble of course is we have applied or tried to apply wholesale to the 
Indian position the rules of appropriation which have grown up over a senes 
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of years m England Row the working expenses of a department, which 
necessarily depend on the volume of business offering, are obviously not a 
kind of expenditure that you want to control m the same way as the establish- 
ment of the Post Office or a Government Department or something of that sort. 
You obviously have got a different area of thought theie The point raised 
by Mr Rangaswami is even more ahen to the general idea of appropriation' 
audit This reserve fund is simply a book-keeping transaction and the actual 
amount of it must necessarily depend on the actual return The figure is 
interesting from the ways and means point of view but the question whether 
there is an excess vote or whether a sufficient amount is provided in the estimate 
or whether the estimate is very wide of the mark has hardly anything what- 
ever to do with the work of the Public Accounts Committee or the control which 
the Public Accounts Committee rightly exercises,- And it does I think rather 
tend to obscure the real facts with which we are dealing when we mix up the 
figure of 50 lakhs of excess vote, which is obviously almost laudable, or at any 
rate something to congratulate ourselves on, with the heinous excess of 
Rs 17,00 with which we were deahng the other day on another vote which 
may be due directly to failure to observe reasonable precautions m estimating 
and m controlling expenditure There is one way we could do it fairly simply 
but I don’t know whether it is altogether to be commended For instance, 
when Mr Parsons has arrived at an estimate that he is going to have 3,28,000 
for a reserve fund, he might estimate for 4 lakhs He might leave his figure 
of 3 28,000 as one which is to be used for ordinary budget purposes but he 
might put down the figure of 4 lakhs here recognising that it is an over-ap- 
propriation so as to avoid any question of an excess vote The only other 
way is either to alter the Government of India Act or to ignore it I don’t 
think we can ignore it So that I believe it really comes back to this that we 
must content ourselves with this until the Government of India Act is altered 

Mi Rangaswami Iyengar — How would you alter it 2 

Chau man — Well, I think that probably you might include a power to 
the Governor General after consultation with the Public Accounts Committee 
or something like that to declare non-votable (it almost comes to that) items 
of expenditure that are really only book-keeping or inter-departmental items 

Mr Rangaswami Iyengar — They can be put on what you call consolidated 
charges All that we want is that separate transactions of this nature should 
be distinguished from the other, not that the scrutiny of the Legislature should 
be ignored And therefore, we will put it m the list of votes wdnch are more 
or less formal 

Mr Cache — It seems to me, Sir, that we have got to recognise the vote, 
and I don’t see how we can get aivay from it 

Chau man — Of course, Mr Rangaswami’s point touches on another point 
of view, that the Public Accounts Committee is mainly concerned with scruti- 
nising appropriation orders I don’t think that it is part of its business as 
such to become a committee of ways and means or to examine the ways and 
means side of the budget You want rather a different kind of committee 
sittmg at a different time of the year The Standing Finance Committee 
confines itself purely to questions of expenditure 
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Mr Pangaswatni Iyengar — In any case, Sir, I don’t think the scrutiny 
of the Legislature would be obviated What I wash is to deal with expenditure 
which is of one character on the same principle as that employed for that of 
a different character And therefore they should be separate, if possible 

Chairman — We might have a paragraph m the report touching on this, — 
(It wants thinking out more than we have the time to do) — pointing out that 
this sort of excess is quite a different thing from excess vote and not really 
a significant figure at all 

Mr Parsons — I would like to have the remarks of the Committee on 
my appeal to them that they would also recognise the point I raised as to work- 
ing expenses I had no idea m my mind to take it away from the criticism 
of the Committee But if more traffic offers, the necessity for an excess vote 
ought to be recognised With the best intention m the w r orld to avoid an 
excess vote, it may be absolutely unavoidable from the point of view r of the 
Kailway Department I am not referring to the excess of Rs 5,000 under 
Demand No 1 or anything of that kind 

Page 194 

1140 Chairman — This seems to be a very good estimate. 

Page 195 Stialegic lines 

Mr Neogy — On this I would like to know something about this frontier 
railway reserve under Miscellaneous 

Mr Hay man — We have to keep a certain amount of reserve material 
on the strategic lines which material could be employed at very short notice 
We can’t keep them in a regular stores depot at, say, Lahore The expendi- 
ture m providing the reserve is kept under the strategic mes budget 

Mr Neogy — Since wdien has this been instituted ? 

Mr Hayman — For a long time 

Chairman — It lias existed for a very long time but it has been brought 
definitely under the strategic lines and not kept under the ordmary working 
expenses or capital stores account, so as to bring it out clearly m its own place 
as part of strategic charges 

Mr Josln — I want “ operations other than fuel ” to be explained 

Mr Hayman — You may have an operating staff moving from one portion 
of the line which is commercial to another which is strategic and you have got 
to find out the proper portion of the charge that is to be debited to one line 
or the other 

Mr J osh — Lines are divided, even the strategic line is divided into com- 
mercial and strategic ? 

Mr Hayman — The North Western Railway is divided into commercial 
and strategic and the strategic line commences at one point but you may be 
running your trains with your operating staff from a commercial point right 
on to strategic pomt Then you have got to allocate the expenditure 
between the two There are real difficulties m practice 
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Mr Pardons - — As a matter of fact, we can m certain circumstances go 
from a strategic line on to a commercial line 

Mr Joshi — Where does this North Western strategic line begin ? 

Mi Parsons — I could give you a hst There are certain sections which 
are built for strategic reasons As a matter of fact, there are some sections of the 
North Western Frontier Railway which are commercial 

Mr Neogy — Supposing a strategic line began to pay its wav and prove 
profitable, would it then be classed as commercial 

Mr Parsons — We should consider the case 
/ Mi Hartley — It depends on the reasons for which it was built 

Mr Neogy — Who determines whether the line is to be deemed strategic 
or commercial 

Mi Parsons — The question is referred to the Finance Member The 
classification of the existing hues was determined according as they were 
built or not built for strategic reasons 

Mr Neogy — Apart from the financial aspect 

Mr Pa> sons — That was the initial criterion If you take an instance, 
the lines now being built m the Quetta direction (Fort Sandeman) are strategic 
In any case I should always take it to the Finance Member 

Mr Neogy — Supposing the Army Department wants a particular line' 
Is the Railway Department helpless about it and must as a matter of necessity 
build it ? 

Mr Parsons — Now, take the recent case of the extension on to Fort 
Sandeman We investigated the prospects and stated what we thought 
would be the loss m money We then expressed our own opinion as to 
whether the line should be built or not In certain cases like this particular 
case, there were reasons that if it was going to be built it would prove 
economical that it should be built straightaway We returned the case to 
the Army Department who were requested to consult the Finance Depart- 
ment and Political Department 

Chairman — It is a question for the Government of India, of course. 

Mr Parsons — It is a question m which the Railway Department, after 
having put up all the information they can, give their own advice and ’leave 
the other Departments to decide 

Page 196 

1141 Mr Neogy — Here is again a reference to Reserve 

Under (6) “ No allotments were made by the Railway Board out of the 
reserve ” Which reserve is meant here ? 

Chairman — That is the supplementary provision of 3,19 

Mr Hayman — A certain amoimt was kept m reserve as we had not a 
proper estimate from the North Western Railway but we failed to make an 
allotment because we had not sufficient information, at the time and up to the 
end of the year 
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Chairman — Still, there was no need to make an allotment for the year 
The expenditure fell short 

Mr Parsons — Yes 

Mr Neogy — Is such a reserve kept usually ? 

Mi Parsons — We don’t know whv they wanted it, so we just put it down 
as reserve m the amounts to be distributed 

Mr Neogy — So, it is not a normal feature in your estimates 2 

Mr Parsons —No it is not a head under which I should wish to have a 
reserve 

1142 Mr Rangasivami Iyengar — The Auditor General has a note on page 
196 Under (3) “ The Public Account? Committee may wish to inquire whether 
it was known that this rolling stock ?? 

Mr Parsons — We were not aware Giat that rolling stock had to be 

sold 

Mr Rangaswami Iyengar — Originally you made no provision for 
rolling stock Then you went to the Finance Committee with a supplementary 
demand for Rs 12,48,000 As a matter of fact there is a minus expenditure 

Chairman — The point is that your supplementary was entirely unneces- 
sary and if you knew that the rolling stock was going to be sold at the time 
that you presented the supplementary 

Mr Parsons — We didn’t m fact know 

Mr Rangasivami Iyengar — But you didn’t provide for it originally. 
You thought there was no need for providing for any rolling stock on these 
strategic lines Then subsequently you said we want 12£ lakhs How did that 
arise ? And then as a matter of fact you found 124 lakhs were not required 

Mr Hayman — I think I can explam the position. The total value of the 
rolling stock on the North Western Railway including commercial and strategic 
lines, is divided between the commercial and strategic lines m accordance 
with certain formula The formula being the engine mileage and tram 
mileage So you cannot make a very good estimate at the beginning of the 
year because it depends on the traffic on each section So later on m the 
year we came to find out that under the formula the debit against strategic 
railways was Rs 12,48,000 We didn’t know then that a certain amount of 
rolling stock on these lines would be sold 

Page 197. 

1143 Mr Neogy — Undei (') there is a remark “ The lapse under India 
Tirhoot State Railway 5 The Tirhoot State Railway was worked 
by the Bengal and North Western Railway Have they smce purchased it 
altogether ? 

Mi Parsons — Oh no It is a State-owned line worked by them 

Mr Neogy — But why should they raise this debenture ? 

Mr Ragman — This requires a very long explanation Arrangements 
for providing funds on the Bengal and North Western Railway have grown, 
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up m different ways You have three forms of capital , the capital provided 
by the Secretary of State for the Tirhoot State Railway , the capital provided 
by the old Company raised on their own guarantee for capital expenditure 
on the company railway , then the capital provided on the guarantee of the 
net earmngs namely a sort of joint capital which could be utilised either on 
the State property 01 on the Company’s property 

Chairman — The simple point is this — leaving out the State Railway 
for the moment, you try to keep a definite proportion between the capital 
provided by the Company on its own credit and the capital provided by the 
■Secretary of State for the line You try to keep the proportions level I 
don’t mean absolutely equal, but level Then the State Railway came in 
and would have upset that level unless you dealt with them specially by that 
means 

Mr Hayman — Not quite that, Sir The Bengal and North Western 
Railway belongs to the Company, the Tnhoot State Railway is a Government- 
owned Railway worked by the Bengal and Noith-Western Both together 
are known as the Bengal and North Western Railway system The Bengal 
and North Western Railway for their own property first provided capital 
entirely on their own guarantee For the Tirhoot State Railway the Secretary 
of State gave advances Latei, there were extensions to both systems 
and money was required for the capital cost of the open hne requirements 
for all these lines, that is for the Bengal and North Western and the Tirhoot 
Railway and their extensions, and money was raised by joint debenture 
stock on the guarantee of the net earnings of the lines 

That money was apportioned from time to time between these two 
systems m accordance with the capital requirements, each paying their in- 
terest charges separately from their net earnings 

Mr Parsons — Let us assume for the moment (it is very far from the fact) 
that the origmal Bengal and North Western cost £100,000 That 
money was raised by the Company without any guarantee The original 
Tirhoot railway cost another £100,000 That money was raised by the Secre- 
tary of State, and of course he is responsible for it When both had been built, 
capital expenditure was still incurred on the system as a whole, that is another 
£100,000 That capital is subsequently distributed between the Bengal and 
North Western Railway Company and the Secretary of State according to 
how it was expended on each hne The whole of this capital however, is 
raised under a guarantee of the net earnings and this transaction referred to 
here is merely the exchange on the money which we have to send home to 
the Secretary of State without paying the interest on our portion of the 
£100,000 Is that more or less clear ? 

Page 198 

' 1144 Mr Neogy — Under (1) renewal instead of replacement by fresh 

capital of debentures What was this due to ? 

Chairman — I think I can answer that This is really a ways and means 
question There are certain outstanding debentures of various terms, most 
of them now short term, on the market m London As they mature accord- 
ing to the ways and means position they are either paid off or renewed or they 
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may be replaced by a fresb issue of capital stock of the company or something 
of that sort 

Mr Rangaswami Iyengar — You find it more expedient to renew the 
debenture rather than increase capital of the company 

Page 199 . 

1145 Mr Cocke . — Why do we get a certificate of formal audit for the 
East Indian Railway and not for other Railways 7 

Mr Parsons — Because the accounts of that railway are under the 
experimental separation of accounts and audit under me, whereas the account 
of the other State railways are under the Auditor General 

1146 Mr Neogy — Why are there not certificates m the case of company- 
managed railways given by the Government Examiners of Accounts 2 Why 
don’t you incorporate that here m the same way 2 

Mr Hartley — Because they are given on the published accounts 

Chanman — That ceitificate is not on the appropriation account but on 
the balance sheet 

1147 Chairman — Sir Frederic, do you think the appendix is taken 
here 2 

Sir F Gauntlett — It is just part of the letter press 

Mr Parsons — I can give a general explanation 

1148 Mr Neogy — May I know if this appendix is taken from any report 
made by Mr. Mitra or if it has been written up 

Mr Hartley — It is Mr Mitra’s report In places I may have had to- 
leave things out or to word it differently 

1149 Mr Code — In paragraph 4 there are 22 examples of irregularities 
Is this the first year that this has been examined 2 

Mr Parsons — Previously there was an Examiner of Accounts This, 
was the year m which the East Indian Railway came over to us and an ex- 
tended audit was applied by Sir Frederic’s officers 

These were not all irregularities The position of the East Indian Railway 
was that their procedure was different from that of other State railways I 
don’t m the least say that their procedure was as good But I don’t think 
all these differences m system can be said to be irregularities I am very 
glad they have been brought to our notice 

1150 Mr Neogy — Have we got sufficient experience of the system to say 
that this separation has resulted m an improvement not only upon the old com- 
pany system as was obtaining on the East Indian Railway but also over the 
system of working on the State railways 7 

Sir F Gauntlett — I think the answer is that it is very difficult to dis- 
entangle two causes which have been at work There has been the taking 
over of the East Indian by the State, — the scrutiny of the old system of 
accounts which differs, as Mr Parsons has explained, m some respects from the 
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State system of accounts, and there is also at the same time the independent 
audit My own personal feeling is that we have discovered more m the first 
year of independent audit on the East Indian than we should have, say, on the 
North Western 

1151 Mr Neogy — Do I take it that if the State system of auditing were 
introduced on the East Indian Bailway, then these irregularities might not have 
come to light 2 

Sir F Gauntlett — I would not say that But I quite agree with what 
I think is underlying your remarks that we cannot get a decisive answer to the 
question whether the separation is inherently beneficial until we apply it to a 
State Bailway 

1 152 Mr Neogy — Would it be correct to say that although we are making 
this experiment, there has been no important change m the constitution of the 
Accounts Department m the East Indian Bailway even under the new system 
and it has remained practically the same as m the days of the Company ? 

Mi Parsons — I should not subscribe to that myself 

1153 Mr Neogy ■ — Supposing that was the view of the audit officer him- 
self, Mr Mitra, would you differ from him 2 

Mi Hayman — It is not m accordance with the facts 

Mi Neogy — There is an extract from the audit report of Mr Mitra m the 
newspapers Mr Mitra states m the introduction that ‘ it is no doubt true that 
many of the difficulties noticed m the work of the internal check had been in 
existence for a long time and may be said to be a legacy from the old days, 
but after the State took over the management, there has been no important 
change m the constitution of the Accounts Department and it has remained 
practically the same as m the Company days It would therefore be hard, save 
for some outside influence to change these methods of work ’ I find. Sir, 
that this observation has been omitted from this appendix, although the 
Accountant General, Bailways was understood to say that this appendix was 
practically a reproduction of Mr Mitra’s note subject to certain verbal altera- 
tions This is a most important point, and I think he should explain the rea- 
son why he thought it necessary to do so 

Mr Hartley — It must have been because I did not quite agree with what 
Mr Mitra said there 

Chairman — It is a little bit awkward to go behind to some other report 
which is not the report before us, but I do not want to stop this interesting dis- 
cussion 

Mr Hartley — Mr Mitra is a Chief Auditor under me the same as other 
Chief Auditors of State- worked railways His report is a report to me and m 
preparing my report therefrom I should of course omit those portions of his 
report m which I did not agree 

1154 Mr Neogy — Am I entitled to point out that so far as the accounts 
side of the system is concerned, there has been no improvement even on the 
report of the audit officer himself 2 
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Mr Hayman — I, understand that this report of Mr Mitra’s is the report 
for the year 1925-26 We took over the East Indian Railway under the separa- 
tion proposals on the 1st December 1925 The first task we were confronted 
with was that there were serious arrears of work This was due to two reasons 
One was the amalgamation of the Oudh and Eolulkhand Railway with the 
East Indian Railway office The second was the introduction of the divisional 
system of accounting which w as a very big measure For three or four months, 
from December to March, we did not introduce any changes because we thought 
we would be foolish to do so We thought we should tackle the arrears first 
Since then under the dnection of the Financial Commissioner very considerable 
changes have been made and you will hear about them later 

1155 Mr Neoqy — I take it then that it is premature to make an observa- 
tion like this that this change of system has led to remarkable results, on the 
statement made by Mr Hayman just now ? - 

Sn F Gauntlett — In so far as it was a statement of fact relative to three 
months’ work, it is correct because during those three months as Mr Hayman 
says, no changes u ere made, but the fact remains that Mr Hayman assures us 
that since then there have been very considerable changes But if you ask me 
what my opinion is of the result of those first four months of Mr Mitra’s u ork, 
my opinion is that it is a veiy successful result From the audit side I am 
thoroughly satisfied 

1156 Mi Neogy — Can we say that similar irregularities may be going on 
over company-managed railways at the present moment 2 

Sn F Gauntlett — We have our Government Examiners. The point there 
is that the Government Examiner w oiks until a veiy small stall and the instruc- 
tions which obtained certainty up to a } 7 ear or two ago, were practically to the 
effect that the Government Examiner was not to apply any minute check to 
those aspects of the accounts administration m which the interests of- the Com- 
pany and Government were the same The auditor is confined to the points 
at which there w r as diversity of interest so that he can safeguard Government 
interests He assured that the organization and administration of the accounts 
office were good Of course w r e had the checking work done m these various 
company offices by test audit for three or four years, but if you ask me whether 
the result of this experiment is such as to induce me to ask for a larger staff for 
the Government Examiner, I say that every time 

Chairman — I do not suppose realty that this wall affect anything in our 
report i 

Mr Neogy — We might point out the necessity of giving extra staff for 
the Government Examiners 

Mr Hartley — A report is under preparation now 7 on the experiment of the 
extended audit m two Government Examiners’ offices, one m Bomba} 7 and the 
other m Calcutta (the Bengal Nagpur and the Bombay, Baroda and Cential 
India) 

1157 Mr Rangasuami Iyengar ■ — Would the bringing to light of the lrre- 
, gnlanties by the system of audit now 7 on the East Indian Railway enable your 

Government Exammeis for Companies’ lines to improve matters ? 
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Sir F Gauntlett — Yes, if they had the staff and of course if we could 
get the co-operation of the Railway Board m insisting on their putting their 
houses m order, and that is a practical difficulty, because possibly there is a 
reluctance on the part of the Railway Board to interfere in minute details of 
administration 

Mr Parsons — I won’t say that Generally, w£ have to consider any pro- 
posal of that land very carefully and m the light of the rights and obligations 
arising out of the contracts with the Railway Companies 

Mr Rangaswaoni lyengao — I think it is a matter to which a reference should 
be made m our report, to this extent that with regard to this question of audit 
the position of the Government auditor m regard to Companies’ lines differs 
m some respects, and it should be considered m the light of all these irregulari- 
ties oil the East Indian Railway brought out whether we cannot take steps to 
find out whether similar irregularities exist m other railways if necessary by 
means of additional staff and what improvements can be effected, 'subject to the 
rights and obhgations arising out of the contracts with the Railway Companies 
I should like Mr Parsons to examine the contracts to see how far they enable 
you to exercise a closer supervision 

Mi Parsons — I should have to do it for each individual railway 

1158 Mr Rangaswaoni Iyengai — The only point I want to put to Mr 
Parsons is whether it is not worth while to get legal opmion exactly on the 
difficulties that he has found m enforcing supei vision 

Mi Paisons — I do not know that we have had any special difficulties and 
m older to fake legal opmion we should have to have a concrete case, I think 

Chairman — The point then is this, that the Committee would like the 
question taken up whether m the hght of experience gained on the East Indian 
Railway, improvements m the audit of Company lines can be mtioduced by 
means of an mciease of staff of the Government Examiners, and that m that 
connection the question of the powers of the Railway Board under the con- 
tracts be examined 

1159 Mo B Das — Theie is one point The Accountant General, Rail- 
ways, heie gives as an appendix the report of the auditor I thought the ex- 
tract from the auditor’s note would have been given by the Auditor Geneial 
himself and not by the Accountant General , here we have seen a certain para- 
graph which went to cnticize certain defects which had been omitted fiom 
this report 

Chairman — This appendix is to the report of the Accountant General 
He is perfectly entitled to put it m He has told us quite frankly that he has as 
a matter of fact plagiarised , but that is not strictly our affair 

1160 Mo Joshi — We find from the experience of the East Indian Rail- 
way that the auditing on company-managed railways is not quite as good as on 
State railways , it is said that we can improve it by giving a larger staff Is it 
not possible that these difficulties are due to the fact that the auditors on the 
company -managed railways are not independent of the Agents 2 

Chairmaoi — We cannot go back to that question , we have had it twice 
before 
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1161 I want to suggest to the Committee that although it is perfectly 
true that certain defects have been found here, they are making more of those 
difficulties than is entirely justified I do not i\ ant to quarrel with the view 
that probably auditing is better on the State railways than on the others, but 
there is a certain amount of begging of the question 

Have you, Mr Parsons, any statement to make on paragraph 3 ? 

Mi Pat sons — Mr Hayman lias actually made a preliminary statement as 
to why there were difficulties m the accounts office of the East Indian Railway, 
chiefly owing to the introduction of the divisional system and also to the 
amalgamation of the Oudh and Rohilkhand Railway with the East Indian 
Railway That is the mam reason 1 think for the large amount of arrears to 
which the Auditor General called attention It was very difficult to separate 
out the accounts, and they did get into arrears 

Paragraph 3 — The Traffic Book Capital Works and other registers are 
up to date but there are certain Oudh and Rohilkhand outstandings which are 
still being investigated The Provident Fund registers are not yet up to date 
We have made special arrangements including the use of machines which will 
bring them up to date very shortly 

I think generallv you, Mr Hartley will support me that there has been a 
considerable improvement 2 

Mr Hartley — Yes. 

Mi Parsons — No I — Suggestions have been accepted 

No II — Instructions have been issued and I think there is no further 
trouble 

No III — Introduced 

No IV — Records of service aheady being maintained for State Railway 
and Companies officers and those appointed after 31st December 1924 Supply 
of forms being indented for all the other staffs , a start is being made with the 
work 

No V — The East Indian Railway have prepared a price list but that 
is not at the moment a final price hst because it depends upon a matter which we 
shall subsequently deal with 

Nos VI & VII — Stock verifications — This have been dealt until 

No VIII — Arrangements have been made to reduce the balances 
materially 

No IX — The levy of the charges is now made at all depots 

No X — They are now levying these charges The East Indian procedure 
was different from that on State Railways , personally I think it was defective 
Such issue of fuel has been stopped 

No XII Sir F Ganntlett — It is I think essential that the representative 
of the Locomotive Department receiving stores into a workshop should be a 
man of status that question of status arose very prominently m the Delhi 
case One might suggest that such very valuable stuff ought not to be entrusted 
to a man who is comparatively low-paid 
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Mr Parsons — The present position is that the weighment of materials at 
the time of issue is witnessed by the foreman or his assistant 

No XIII — They have made arrangements and this is being done 

, No XI Y — The chief accounts officer has made the necessary arrange- 
ments 

No XV — The rates are now revised periodically The credit balances 
actually referred to were due to inaccurate estimates Arrangements have been 
made to revise the estimates 

No XVI — This matter is under consideration The question here is 
whether, when a hohday comes and a workman does not happen to be present 
either on the day before or on the day after the holiday he should get the benefit 
of the hohday I understand the view of the administration is the one which 
Mr Joshi will approve, that probably he should get the benefit of the hohday 
That is still under examination but I understand that is the view 

No XVII — They have taken steps which will very largely reduce the 
amount of private work 

1162 Mr J osln — Is 1 1 not ad vi sable to stop thi s ? 

Mr Parsons — If a workshop is not full of work, work of that land enables 
us to keep the staff and carry on I do not think it is a thing We should try to 
extend 

Mr Cocke — The result of that, Mr Joshi, would be that certain workmen 
will be dismissed 

Mr Joshi — But there are also other troubles on account of officers getting 
their work done I have had several complaints 

Mr Paisons — Instructions have been issued by the Chief Mechamcal 
Engineer m June 1926 that no article or repair that can be obtained or under- 
taken m the open market or by an outside agency should m future be manufac- 
tured or executed m the railway workshops and that his prior approval is 
necessary to any work being undertaken for persons not directly connected with 
the railway. 

Mr Pangaswami Iyengar — If you have got a workshop the temptation is 
for the officer to send it to the workshop on the ground that there is no repairing 
shop near by 2 

Mr Hartley — In some cases officers find that Railway workshop charges 
are heavy owing to high overhead charges 

Mr Parsons — One has got to go to the Chief Mechanical Engineer before he 
gets such work done, and I should myself have thought that sufficient 

Chairman — We might mention it needs watching 

No XVIII — Necessary instructions have been issued 

No XX — The question whether the invoice checking section should be 
strengthened is being considered The point is whether it is' worth while to put 
m a number of supervising and checking staff and whether that will prevent 
defective weighments to an extent that would justify its existence 

Mr Hayman No XXL — We have to admit that the procedure m force 
on the East Indian Railway is not as good as it ought to have been A certain 
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amount of accounts work was being done by the Operating Department Mr 
Parsons during bis last visit to Calcutta went into this matter and we have asked 
tbe Chief Accounts Officer to investigate the whole matter A certain amount 
of the accounts work is being clone by the Operating Department, and the 
Chief Accounts Officer has been asked to see whether he could not take over all 
the accounts work from the Operating Departments We hope to receive a 
report soon and we hope also that all defects will be removed 

1163 Chairman — No XXII 

Mr Rangaswami Iyengai — I quite agree with what Mr Parsons has said 
here, but I think the multiplication of supervising officers is scarcely a cure, 
because the cases generally show inadequate supervision on the part of these 
men 

Chairman — There is the further point that it is important that there should 
be supervision even if it does not pay its way m order to prevent encouragement 
of dishonesty 

Mr Parsons — I was not thinking so much of the finance of the matter as 
of the cases m which the railways can be defrauded by collusion between the 
railway officials and the public, which are very difficult to deal until 

Mi Rangaswami Iyengar — Take the case of these luggage charges I feel 
that no amount of supervising staff can prevent these things, and I think it 
would be best on the whole not-to have these meticulous rules, but some simple 
easily worked rules Sometimes at present they are strictly enforced and some- 
times not I take it there is no idea of making revenue out of them 

Mr Parsons — We do expect to make some revenue The concession we 
make is provided m the free allowance 

1164 Mi Rangaswami Iyengai —My point is, is all this recurring expendi- 
ture on a huge staff worth while o 

Mi Haitlcy — The staff more than pays its w^y 

Chairman — I think the feeling of the Committee is this, that you make 
rather light of XX and XXII 

Mr Pai sons — I had no intention of doing so at all I think both import- 
ant It is a matter with which the Railway Administrations deal from day to 
day, and it is a question of the extent to which supervising staff can be put 
on I will take this question up with the East Indian Railway and find out 
what the Chief Accounts Officei thinks should be done 

Mr Hai/man — To show that we really have taken the matter seriously 
we have as an experiment put on staff to check invoices, cent per cent That is 
with regard to item XX Item XXII has reference to matters dealt with by 
other Departments, and we will go into it with them 

Chairman — I do not quite like this distinction between the Railway 
Departments But I think the Committee is entirely satisfied with Mr 
Parsons’ statement 

1165 Sir Frederic Gauntlett — Has the Chief Accounts Officer put up any 
reasons why many of these defects ml he system have not been attended to 
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before , because they seem very obvious and the fact of this amalgamation has 
not affected the reasons 2 

Mr Parsons — I do not think I have any general explanation of that fact 
from the Chief Accounts Officer When I was there my own feeling was that 
under the old Departmental system there was some lack of co-ordination between 
the Heads of Departments My feeling was that instead of the Chief Accounts 
Officer going m and talking to the Chief Engineer or whoever it may be, he 
wrote letters, and therefore these things were not dealt with as thoroughly 
as I should like As a whole we agree with the criticism made by the Account- 
ant General and are taking steps to improve the position I have not been 
given any definite explanation, and what I have stated is the impression I 
have gained m going into it 

1166 Chairman — We now come to page 1 of the report, section 1 , General 
Review — Reappropriations Paragraph 7 

Mr Rangaswami Iyengar — Did you explain on what basis you cut down 
the estimates of the Railway A dmini strations 2 

Mr Parsons — We made the best guess we could of what they were likely 
to spend , what v e thought was likely to be their capacity to spend 

1167 Chairman — Paragraph 9 

Mi J oshi — It would appear from the last sentence that larger cuts are 
necessary 

Mi Faisons — In this particular year it was But last year our lump 
sum cut was rather too large, and we had to get a supplementary grant for 
capital expenditure 

1168 Chairman — Paragraph 11 

Mr Rangaswami Iyengar — Is this part of the steps taken to make your 
estimate accurate 2 Has this investigation been completed 2 

Mi Parsons — I hope to get the report at the end of this month I cannot 
say whether the estimates received this year from Railway Administrations will 
be any better 

Chan man — Paragraph 12 We have dealt with excess grants We 
shall have to recommend these to the Assembly 

1169 Chairman — Paragraph 14 

Mr B Das — I object to the transfer of officials from the voted to the 
non-voted side 

Mr Paisons — May I say straight off that it is quite impossible for me to 
accept that Take an easy case, that of the inspection staff, who are responsible 
for the safety of the travelling public They are selected from the engineers 
of all the railways If they happen to be East Indian Railway officers they 
will be £ voted ’ If they happen to be North Western Railway men they will 
be non-voted I cannot avoid it 

Chairman — I think the Committee is well aware that its work is very 
nearly doubled because of this difference m voted and non-votnd. 
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1170 Mr Joshi — That is true But if you read both 14 and 15 you 
will find that a large number of non-voted officers were appointed to voted 
posts, while there was only one voted officer appointed to a non-voted post 
It is realty checking Indiamzation 

Mr Pa> sons — It is doing nothing of the kind We have a staff of officers 
whom we move about as the needs of the administrations require A certain 
number are at present non-voted while an increasing number are voted 

1171 Chairman — Paragraph 15 Here is a note by the Auditor General. 

Sir Fiedenc Gauntletl — The point which really arises out of 15 is that 
the whole of it is illegal It is recognized right through that you cannot 
transfer money from one grant to another 

Chan man — It is really something which has no meaning No Depart- 
ment can formally make a transfer from a voted to a non-voted grant It 
must apply for an additional grant 

Mr Rangaswami Iyengar — The position is that it must ask the Assembly 
for an additional grant Only the Government as a whole has the power 
That is realty the question I want to ask the Auditor General 

Si) Frederic Gauntletl — My answer will be the same as it was 3 weeks ago 

Chairman — That is common to any Government The distinction 
between voted and non-voted is a particular form If it budgets at the begin- 
ning of the year for a balance of just a few pounds or rupees, and if m the course 
of the year there are savings m expenditure under certain heads, and increases 
of revenue under certain heads, it either ends the year with a large surplus or 
it may, either by asking the Assembly to vote additional sums for particular 
voted grants or by giving additional sums for non-voted purposes, use up some 
of lh at saving But if you examine the accounts for the five years I have 
been responsible for the finances of the Government of India, you will find that 
the complaint against me is that every year I have finished up with a fairly 
large surplus which I have not appropriated to any other grant 

Mr Rangaswann Iyengar — I am misunderstood I do not suggest that 
the Finance Department has not made the utmost savings But my real 
point is that when the Assembly votes a certain sum and that sum is not spent, 
' has the Assembly no power m regard to the reappropriation of that saving to 
some other grant ? 

1172 Mr Neogy — I think there is a special point which arises m regard 
to Railway Department m this connection I think the position is that if 
there is a saving under a voted head that saving ought to be absorbed m the 
general balances , and if any further non-voted expenditure is required, 
that can be met from those general savings forming part of the general 
balances 

Chairman — The savings on the railway budget now go to the railway 
reserve, subject of course to the Government share m the surplus The best 
answer which can be made to this point is, I think, that undoubtedly if the 
Assembly find cases m which they think that Government have taken advantage 
of savings on voted expenditure to incur large additional expenditure on non- 
voted items, then it is a matter not so much for this Committee as for the 
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'Assembly as a whole, and this Committee might draw attention to it But 
I should like respectfully to challenge any member of this Committee to say 
if he knows of any definite case of that kind 

Mr Neogy — Having regard to Mr Parsons’ peculiar position — for m one 
capacity he is Financial Commissioner for Railways and m another capacity 
he exercises the functions of the Finance Department of the Government of 
India— suppose a saving is made m a voted grant and it is absorbed m the 
general balances, then he can m his capacity as representing the Finance De- 
partment very easily reappropriate from that saving for a non- voted purpose 

Mr Parsons — In regard to the special position of the Railway Depart- 
ment, here actually the Assembly has I think a larger safeguard than anywhere 
else, bacause I place before the Standing Finance Committee all large 
schemes irrespective of whether the expenditure on them is voted or non-voted 

Chairman — I think Mr Neogy ’s question assumes more independence on 
Mr Parsons’ part of the Finance Department than I should like to admit 
As the Finance Member I have a watching brief and I am sure he would not do 
a thing like that without coming to me The interests of the general tax- 
payer and of the Finance Department of the Railways are united m the person 
of myself as the representative of the Finance Department 

Mr Parsons — I may say also that the question of laige expenditure on 
non-voted heads does not arise, because as you know the only non-voted item is 
one of salaries of certain officers 

Mr Rangaswami Iyengar — I desire, Sir, that I should not be misunder- 
stood I accept unreservedly the position as put by the Finance Department 
that m cases where it does appear that Government has saved on the voted to 
spend on the non-voted, it would be within the competence of this Committee 
to ask the Assembly to deal with it I accept that and desire to say that I do 
not say that any such thing has actually taken place or would take place so long 
as you are m charge of the Finance Department 

Sn Fiedenc Gauntlett — I think the logical sequence to your arguments is 
that there ought to be separate powers for voted and non-voted 

Chairman — It would be a very unhappy t hin g from the point of view of 
general finance I think one can easily exaggerate the importance of this 
subject, because the number of purposes on which the Government can optionally 
spend non-voted money is extraordinarily small They cannot add a large staff 
of non-voted people, because quite apart from the Secretary of State’s approval, 
it involves a very much larger voted expenditure The one direction m which 
the savings from voted grants may be spent — and there is always a possibility 
of that — is for military purposes 

Mr Parsons — I never sanction transfers from a voted to a' non-voted grant. 

I am not quite sure of the correctness of paragraph 15 

Chairman — As I say, a non-voted grant is nearly always for the purpose of 
expenditure on a few non-voted items associated with a large number of voted 
items You cannot really increase your civil expenditure merely by additions 
to non-voted You must trust the Finance Department 
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1173 Chairman — Paiagraph 19 

Mi Pai sons — All tlie items have been settled with the exception of one 
which was a colliery owned jointly by the Bengal Nagpur and Bast Indian 
Railways The reason why it was not settled is because negotiations between 
the two companies have been going on I know those negotiations have now 
been completed and I expect that this case also has since been settled, /though 
I am not quite sure 

Paiagraph 22 

1174 Mr Josh — There is a sentence “ which only indicates the weakness 
of internal audit under company -managed railways ” 

Chairman — We threshed that out and came to some conclusion 

Sn Frederic Gauntlctt — I think the position w r as that it would necessitate 
alteiation of contract 

1175 Mr Neogy — How does the position of the Accounts Officer on the 
East Indian Railway differ from the position occupied by the internal audit 
under company management 2 Is he not also answerable to the Agent q 
And does he not ordmanly cany out the Agent’s instructions ? 

Mi Poisons — He is answmable to the Agent, but if he disagrees with the 
instructions he refers to me 

Mi Neogy — Ordinarily he is bound to cairy out Ins oiders ? 

Mr Pai sons — It is moie a question of co-opeiation 

Chan man — It must be lemembered he is not the auditor , he is only the 
Accounts Officii 

Mi Neogy — So fai as the accounts side is concerned the position of the 
Accounts Officer is much the same as that occupied by the company Auditor 
The position of Mr Mitra is not very different from that of a Government 
Auditor 

M r Tiai lley — On the old company lines he was more or less independent 

Sn Frederic Gaunilett — There is one point m Mr Neogy’s question, and that 
refers to the dual relationship of the Chief Accounts Officei to the Agent on the 
one side and to Mr Parsons on the other 

Mi Parsons — I think I am right m saying that that dual relationship 
existed under company management as well, namely, to the Agent and to the 
Board of Directors 

Mr Neogy — Do you think the Accounts Officer will take the risk of incurr- 
ing the displeasure of the Agent by coming up to you 

Chairman — In the case of the separation of accounts from audit you are 
able to have the position of the Accountant not merely that of a critic in the 
conscience from the expenditure point of view of the administrative authority 
but also their co-adjutor and co-operator If he is also the auditor, it is 
undesirable that he should be m that position But if he is not the auditor, 
then he is of great advantage under the new system. 
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Sir Frederic Gauntlett — There is one important point and that is that the 
Chief Accounting Officer now is reponsible for the efficiency of his internal 
check If it is discovered that he has permitted an error to be made, he is 
responsible Also if he has accepted an order that he ought not to accept, he is 
responsible The corollary to that is that when he gets an order which he knows 
he ought not to act on, he is entitled, m order to save himself, to get that order 
m writing An order m writing is shown to my audit staff so that the in- 
accurate order is brought to notice That is the safeguard of the Chief Ac- 
counting Officer 

Paragraph 23 — Clearing House Scheme 

1176 Mr Josh — May I ask one question on paragraph 24 where it is said 
"that the chief obstacle to the establishment of a clearing house is the various 

rates Do you refer only to passenger rates or to goods rates r> - 

Mr Hartley — Goods rates 

/ 

Mr Cocke — Have you any other Companies come into this arrangement 
now ? 

Mr Parsons — The Bombay, Baroda and Central India Railway have 
asked us as an experiment for three months to let them have their accounts 
both under the old system and under the new system m order to determine 
whether they will come m or not I feel fairly confident from the conversa- 
tion I have had with Sir Ernest Jackson that they will come m Other 
companies have not yet addressed us The more Companies we can get m, 
the greater the economies we would effect We have made some economies 
already and we shall effect more 

Paragraph 26 

1177 Mi Neogy — May I know when we can expect commercial accounts 
of these Railway Collieries ' l 

' Mi Parsons — I had hoped to get Sir Arthur Dickinson’s Report m June 
but I am expecrmg it any week now I propose then to take special measures 
to introduce as quickly as possible such changes as may be decided on as a 
result of the consideration of his report 

Mr Neogy — I take it that the Railway Department undertakes to prepare 
the commercial accounts as soon as possible 

Mr Parsons — We propose to do so 

1178 Mr Neogy — Why do you make an exception m the case of the East 
Indian Railway Company Do I take it that the reason why a special officer 
was appointed to carry on this audit work m regard Jo the railway collieries 
was due to the fact that so far as other collieries are concerned, they were 
not working satisfactorily 

Mr Hartley — The East Indian Railway account is a separate one 

Mr Hayman — Among other things, Mr Parsons has under consideration 
the question of having one colliery accounts office for the East Indian Railway > 
and the collieries that are at present under the colliery audit A decision will 
be taken when we have considered Sir Arthur Dickinson’s Report 
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Paragraph 31 

1179 Mr Cocke — I should like to ask whether the difficulty referred to m 
the last line has been overcome 2 

Mr Parsons — I have already sent to the Finance Department for circula- 
tion a Memorandum on the subject 

Chairman — We have already dealt with this 

Paragraph 41. 

1180 Mr Rangasivami Iyengar — I should like to ask a question about the 
South Indian Railway Are they not the people who have made the largest 
profits 2 

Chairman — The percentages are, on the whole, high 

Mr Rangasivami lyengai . — Can you tell us whether this high percentage 
is consistent with the efficient administration 2 

Mi Parsons — I think the administration of the South Indian Railway 
is efficient 

Chairman — Its return on the capital outlay is very good compared to most 
other railways 

Mr Rangasivami lyengai — Aie you satisfied with these returns 2 Do you 
think it would be worth while examining these figures 2 

Mr Parsons — In the comparative statement we do find that this is the 
highest figure 

Mr Rangaswami Iyengar — My experience is that not only the rates are 
high but the service is very poor 

Mr Parsons — It is a little difficult for me to answer that question 

Mr Rangaswami Iyengar — The difficulty is that you have a share of the 
contract and if they have higher profits you share them 

1181 Mr Das — On the general system of budgeting, I find the Great 
Indian Peninsular Railway has dropped from 2,85,34,000 to 47,36,000 "What 
I want to find out is whether there is any budget for the new capital grants and 
the expenses m those railways Are these low profits m the previous years 
taken account of 2 

Mr Parsons — I think you are aware that m deciding what capital we can 
profitably sink m a railway line we take into account the additional receipts 
which it is likely we will get on that line during the quinquennium which we are 
considering To do that, we take into account the past figures 

Chairman — The reduction m the wheat crop is largely responsible for the 
low scale of profit 

Mr Parsons — And also the cotton crop. 

Paragraph 46 

1182 Mr Joshi — “ The improvement m earnings on the Eastern Bengal 
and Madras and Southern Mahratta Railways is mainly due to increased traffic 
m passengers 55 Was not that a good cause for lowering the rates 2 
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Mr Parsons — I have asked our Statistical officer to examine the effect 
of the reduction m passenger rates but I have not had time to go into the 
matter 

Mr J osJn — In the case of the Madras and Southern Mahratta Railway the 
rates were lower, therefore the traffic is increased 2 

Mr Parsons — I shall examine that point 

Chairman — Were the rates lowered during the year 1925-26 2 

Mr Parsons — They were 

1183. Mr Neogy — It is stated that the deficiency on the East Indian 
Railway Was due to depression in the coal industry Are you going to help this 
industry 2 

Chairman — I am afraid that does not arise 

Table on page 15 

1184 Mr Das — The mileage of each railway should be given here and the 
tram mileage will be given on page 18 

1185 Chairman — One wants to be careful really not to overload these 
appropriation reports with the administration report figures 

Sir Frederic Gauntlett — This table was introduced at the wish of this Com- 
mittee and sets out the details which they said they wanted 

'Chairman — I think that is about all we can take m 

Paragrap 61 

1186 Mr Joshi — You get more revenue on account of introducing 

return tickets Can you not introduce the same system on other railways 2 
If you do so, you will get more revenue You are really losing on Great Indian 
Pemnsula Railway What happens is that travelling by intermediate class 
is of no use at all because by second class you get these return tickets very 
cheap 1 

Chan man — These observations are very interesting but I suggest that they 
will be more useful m the Assembly than m the Public Accounts Committee 

Mr Joshi — I wished to draw the attention of Mr Parsons 

Paragraph 65 * 

1187 Mr Joshi — The Auditor here makes certain remarks about certain 
office being over-manned It seems he meant over-manned by clerks Does 
the Auditor ever inquire whether the administration is overmanned with 
officers 2 

Chairman — Undoubtedly he would if he thought so 

Mr Joshi — But we do not see any such remarks anywhere 

Chairman — Because he rather thinks the opposite 

Paragraph 69 

1188 Q — Are the instructions to which reference is made here are fully 
understood now by the officers 2 

Mr Hartley — I think so Most of the economies have not been fully 
reported 
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Paragraph 70 

1189 Mr Das — I do not quite understand the last two lines and I 
would like to have a little explanation of them “ But on the separation 
of the Railway finances the balance of the liabilities outstanding on 31st 
March 1924 was permanently debited to the Capital account and the 
Revenue account is now charged with the full interest on the amount thus 
debited to the Capital account, the balance required to make up the total 
annuity and sinking fund charges being met from General Revenues 55 Do 
I understand that out of the general revenues there is something on behalf of 
the railways 2 

Chat') man — The Sinking Fund is treated as a sinking fund for debt gen- 
erally The railways aie debited with the capital they spend and they pay 
interest on that It is the Government as the borrower which is using the 
Sinking Fund for reducing its liabilities 

Paragraph 71 

1190 Mi Ranguswami lycngai — Was the arrangement of bunging out 
Accountants from England and America done with the sanction of the 
Finance Committee 2 

Mi Dayman — It was put befoie the Finance Committee 

Mr Code — Are they likely to be here again 2 

M) Poisons — I understand from the last letter that I received from the 
India Office that they will submit their final leport 

Mi Raiigaswaim Iyengar — Don’t you think that they have been ins- 
tructed to examine the preparation of these commercial accounts with re- 
ference to the preparation of accounts for budget purposes 2 Are thev deal- 
ing with that aspect of the matter 2 

Mi Poisons — We wanted the view of the experts on commercial accounts 
It will then rest with us and the other authorities to see to what extent we 
shall have to modify their suggestions m ordei to bring them into the budget 
of the Government of India 

Sn Frederic Gauntlett — After we got the report on the Posts and Tele- 
graphs it took us two years to find out as to which recommendations would be - 
accepted 

Chairman — Generally speaking, the form of commercial audit would 
give you extremely good division for keeping commercial accounts but they 
find great difficulty m assimilating the peculiar necessities of parliamentary 
budgeting and the presentation to Parliament 

1191 Mi Neogy — In the case of the Postal inquiry by these expert 
accountants if I remember aright, w 7 e had not only to pay very handsome 
fees but also had to meet their medical bills, dentist’s bills and cigarette bills 
which ran to several hundred rupees I suppose you are not paying these 
Accountants on the same scale 

Mr Parsons — I am glad to say that we kept our men very well and they 
did not require their teeth to be looked after 
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Paragraph 73 

Mr Parsons —The statement m paragraph 73, although correct at the time 
when it was written, is not correct now Until we receive Sir Arthur Dickinson’s 
report we should continue the existing procedure of budgeting and accounting 

1192 Mi J osla — Regarding Lee concessions, what is the proportion of 
increase to the total salaries paid 2 You have now got 77 lakhs 

Chan man — This includes arrears It was not a recurring total of that 
grant 

Mi Pat sons — So far as arrears were concerned they were paid up 

Mt J osln — Can you give us the proportion 2 Is it 20 or 25 per cent 2 

Mi Parsons — I am afraid, I have not got the figures 

1193 Mr Rangasivanu lyengat — In respect of railway grants, as well as 
m other grants there has been a great deal of over-estimating regarding the 
Lee concessions 

Mi Neogy — Here is another point Y\ 7 e find that after distributing 
33 51,000 to the individual railways, a balance of 3,46,000 was kept m reserve 
by the Railway Board To that extent ceitamly the Railway Boaid could 
have foreseen that the amount would not be necessary Even after distribut- 
ing to the various railways, there were savings Why did you ask for 3 46,000 
more 2 

Mr Pat sons — I presume we overestimated the amount required 

Mr Hayman — We had to make a guess 

Mr Neogy — I take it that you made an estimate without taking into 
account the requirements of the different railways 

Mi Paisons — Yes 

1194 Mr Neogy — Immediately after getting a supplementary grant, 
you keep that sum of 3,46,000 m reserve 2 

Mr Hayman — We had to make an estimate on the data available m the 
Railway Board office from the classified hst of railway establishment On 
the basis of voted and non-voted salaries, we had to make an estimate of the 
total amount required In the meantime we took the precaution to ask the 
different railway administrations who have got bettei knowledge as to the num- 
ber of Asiatic and non-Asiatic officers Their estimates came later on and on 
going through their estimates we found that we do not require the total 
amount that we asked for Therefore we kept the balance, a small sum of 
money, m reserve 

Mr Neogy — Are some officers domiciled and others not 2 

Mr Parsons — There may be two brothers, one of them domiciled out of 
India and he may get the allowance, whereas the other may be domiciled m 
India and he may fail to get the allowance 

1195 Mr Neogy — In paragraph 77, there is a suggestion by the Auditor 
General that the actual expenditure should be shown side by side Yon 
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have got only two columns, whereas m the Auditor General’s letter, w© get 
three columns 

Mr Parsons — Yes 

1196 Mr. Josh — What was the disciplinary action taken agamst the 
person mentioned m paragraph 79 2 

Mr Parsons — The officer is at present on leave and he is coming back 
shortly, unless he letires The case is under consideration 

Mr Neogy — This happened m 1923-24 2 

Mr Parsons — This was m 1925-26 If I might suggest, I should prefer 
not to be examined on this particular point until next year 

Chairman — The case is under consideration We will note this for dis- 
cussion next year 

1197 Mr Rangaswami Iyengar — Regarding the losses of cash mentioned 
in paragraph 86 can you make a comparative statement 2 

Mr Hayman — It is m the report which Mr Parsons placed before the 
Assembly 

1198 Mr Rangaswami Iyengar — Regarding irregularities mentioned m 
paragraph 88, was there definite proof of dishonesty agamst the Executive 
Engineer 2 Have the Railway Board examined this case 2 

Mi Paisons — No 

Mr Rangaswami Iyengar — You really think that it is merely a case m 
which dishonesty is not proved 2 

Mi Paisons — There was merely strong suspicion , we could not get de- 
finite pi oof 

1199 Mi B. Das — Has the Railway Board introduced a general system 
of mles to check such irregularities 2 

Mi Hayman — Yes , we have measuies to check the system of fraud 

Mi B Das — Is it generally applicable to all systems of railways 2 

Mi Hayman — Yes. 

1200 Mr Neogy — Regarding the actual cost of coal supplied mentioned 
in paragraph 91, does the actual cost include sinking fund and rate of mterest 
or does it merely represent pitsmouth rate 2 

Mr Parsons — The pitsmouth rate is at present intended to cover all these 
charges 

1201 Mr Das — Have any steps been taken to check the wrong payment 
of contractor’s bills endorsed to a third party 2 

Paragraph 93 

Mr Parsons — We have brought this case to the notice of all railway 
administrations with the request that steps should be taken to prevent such 
wrong payments. 
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1202 Mr Das — Wlien a contiactor does not pay the money he owes to 
the railway and has taken money which does not belong to him, should not 
Ins name be struck off the list of contractors 2 

Mr Pat sons — I imagine that the contractoi m this case has been lemoved 
from the list I imagine theie is no chance of his ever getting any further 
contracts 

Mr J osla — Why not you stop this system of endorsing bills to third 
parties 2 

Mr Parsons — I should have to examine whether we can stop it 

Chairman — I do not think we can stop it That is a matter of busi- 
ness 

* 

Sir Frcdcnc Gauntlett — I call the attention of the Committee to the last 
three lines of paragraph 95 

“ The measurement book entries were not considered rehable by the 
court on the evidence of the Sub-permanent Way Inspector that 
he had copied them from Ins rough diary ” 

That is a case where the Court has expressed the view recently that the keeping 
of conect measurements of initial records was of primary importance 

1203 Mr Rangaswaim Iyengar — One point arises out of this People 
generally prepare what is called rough notes and then they get it on to another 
book and they produce that in court If you have an original book the docu- 
ment that is produced is then treated as a copy The court probably wanted 
the production of the original I think instructions should be issued that these 
measurements should bo maintained as original or primary documents 

Mr Dayman — There are strict instructions to that effect 

Mr. Ranga sivami Iyengar — I am referring to the fact that there is no use 
in your saying that you have the originals in the shape of rough books That 
introduces complication 

Mr. Parsons — There are instructions to that effect 

Paragiaph 97 

1204-. Mr. Das. — Who is responsible for the loss of records 2 Was it 
wholesale destruction or was it the destruction or loss of a particular record 2 

Mr. Parsons — Only a x telegram was not forthcoming The telegram was 
destroyed whether advertently or inadvertently I do not know 

1205 Chairman — Have you taken measures to check a recurrence of 
such cases 2 

Mi Parsons. — We have issued letters to all railway administrations draw- 
ing attention to this case and asking them to make proper arrangements 

Paragraph 99. 

1206 Mr. Das — Who was responsible for the misappropriation 2 Only 
the lower staff seems to have been punished 

Mr. Parsons. — The people responsible were the station master and par- 
ticularly the station master’s clerk , he was dismissed The pay clerk was 
Hl64Fm. 
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dismissed I do not think there has been anything very unfair in the action 
taken there* 

Paragraph 113. 

1207 Mi Josh — I would like to know who made these purchases of 
unnecessary machines Weie these purchases made locally ? 

Mi Parsons — The machinery was all from England It was obtained 
actually not only for the workshops at Burwadih but for all divisional head- 
quarters Originally plans were prepared for the construction of certain lines 
and for repairs loi 301 miles, but it was subsequently reduced to 153 miles and 
it was also found that the mechanical plants required much lighter repairs 
That resulted m the suiplus of machine! y We bought this machinery as an 
insurance against the existing machinery failing us Out of this surplus list, 
machinery valued at Rs 47,860 has so far been disposed of and it fetched Rs 
36,808 The remaining machmeiy is going to be transferred to one of the 
East Indian Rail v ay workshops 

1208 Mr J osln — Were not these plans finally made befoie the machi- 
nery was purchased ? 

Mi Paisons — The plans whicli were originally prepared had to be changed 

Paragraph 120 

1209 Mr Das — Have you introduced the Rowan Bonus system to 
other railways ? 

Mi Pat sons — A special officer, Mr Wrench has been deputed to go round 
the various workshops and introduce reforms Mr Wrench recently told me 
that he was hopeful that owing to the introduction of revised methods of 
working, etc , he hoped to show a saving of half a crore 

Paragraph 122 

1210 Mr Das — Why are the stores which are not expected to be 
utilised indented for ? Is any check kept by the railway board with regard to 
the indent for stores ? 

Mi Paisons — We were proceeding to take action in regard to this im- 
portant matter We discussed it with the Auditoi General and Accountant 
General, Railways , but we have actually left over the issue of ordeis until we 
get Sir Arthur Dickinson’s lecommendation who was asked to go into the 
matter I think he is going to recommend the maintenance of some type of 
materials at site accounts That is how the matter stands at present 

1211 Mi Rangaswaim Iyengai — What we want to know is whether you 
have looked into the question of the misleading manner m which stores have 
been reduced ? 

Mi Haitley — Yes To take one instance Stores m engine sheds on the 
North-Western Railway used to be treated as charged oft to repairs as if they 
had actually been used on engines Tills has now been changed and these 
stores are treated as imprests, thus lemammg on the books as part of the stores 
balance As the stores are actually issued they are shown as such m an itm 
prest account which is sent m periodically for recoupment of balance Only 
the cost of such items as are recouped are charged to working expenses. 



339 


Paragraph 123 

1212 Mr Das — It is said 

“ It is hoped that these suggestions will tend to bring down the balances 
at the debit of Materials at site or at any rate bring to light any 
tendency to purchase special stores long before they are actually 
required ” 

In view of the large surplus stores, what I would suggest is one special officer 
should be deputed to go through new indents 

Mr Hay man — We have already taken action to prevent stores being 
obtained for unsanctioned works No indent for materials can at present be 
made against woiks programme until the work is actually sanctioned The 
Railway Board has also issued orders that once a work is sanctioned, it must 
be proceeded with rapidly to completion You will not have the past danger 
of stores being taken to the site of woiks long before they are required 

Chan man — I think the committee are satisfied that attention having 
been drawn to this point, it is being attended to with real zeal 

Mi Parsons — I do not want to give an incorrect statement of stores 
balances 

Paragraph 124. 

1213 Mr Josln — What is meant by “ adjusted by debit to revenue ” 2 
Does it mean writing down the value of stoies I want to know the distinc- 
tion between reduction of stores by writing out and valuation by real reduc- 
tion You say you have got so much stoies The balance may have been 
reduced eithei by revaluation or by not purchasing moie How can you dis- 
tinguish between the two 2 

Mr Hartley — In paragraph 124 you will find the figures 

Sir Fi cdo ic Gaunilell — Reduction by revaluation will appear only m the 
valuation accounts, whereas reduction by non-purcliase will appear m both 
the accounts 

Paragraph 126 

1214 Mi Joshi — I want to know whether the responsibility was 
brought home to the superior officers m this matter 2 

Mi Paisons — The actual position was this The proposal was an attrac- 
tive one from the traffic point of view Subsequently it happened to be a case 
m which our expectations were not realised Before we staited the hue, we 
did not get any guarantee from the firm that they would give us a 
certam amount of traffic m each year 

1215 Mr Neogy — The Auditor General m commenting on this says that 
this is perhaps the most serious individual case brought to notice m the report 
Was any explanation taken from the Agent 2 He seems to have taken an 
extraordinary step m pushing forward the scheme disregarding the ordinary 
rules of business Has the Railway Board satisfied itself about the blame 
to be attached to the Agent for doing this on an urgent footing 2 

Mr Parsons — As I have already said, at the tune we took up the scheme, 
it was certainly an attractive one The error, m my opinion was m the 
railway not obtaining a guarantee from the firm at the time when the work 
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was started Tlie Agent nm&t have satisfied himself by taking a guarantee 
that the traffic would be enough as to make the line worth building 
I really admit there was an error We have been able to remedy it now 
by taking a guarantee from the firm 

Mi Neogy — "Who is responsible foi the error initially 2 

Mr Parsons — The Agent 

Mr Neogy — Don’t you think something should be done to bring home the 
responsibility of that officer m this matter 2 

Mr Parsons — The particular officer has left service of the railway 

Chairman — We might endorse the view of the Auditor General that 
this was an unfortunate case We have alieady obtained a guaiantee from the 
firm 

Paragraph 130 

1216 Mi Das — Have any steps been taken to check the niegulaiity 2 

Mr Paisons — Yes. 

Paragraph 143 

1217 Mr Das — Why were only the Inter and Third class passengers 
prosecuted 2 Why were the t econd class passengeis let ofl 2 

Mr Parsons — We cannot piosecuto them if they pay up 

Mi Neogy — The question came up before the Advisory Committee 
whether legislation should not b< undertaken to amend the Railway Act and 
make it an offence even for second class passengers to travel without ticket 2 

Mr Parsons — I shall be glad if the lav is altered 

Mr Cocke — Why not ask the Advisor} 7 Committee to consider it 2 

Mi Pai sons — I presume it v ill be within the competence of this commit- 
tee to do so 2 

Chairman — Yes We ought to make a recommendation that this should 

be considered 

Paragraph 144 

1218 Mr Joshi — Why should you not appoint a crew for each carriage 2 
I think it is done m Europe. 

Mr Paisons — I do not think so I have travelled m France and other 
countries and I do not think you are right 

Mr Joshi — Probably there is one for two or three carnages. 

Mr Paisons — If they arc corridor carnages, it is possible to put one 
man for the whole carnage But corridor carnages have not been so far 
successful m India They take so much of space. 

Paragraph 150 

1219 Mr Neogy — Here the audit authority considered that the discip- 
linary action taken was not sufficient What has happened since 2 
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Mr Parsons —We are inclined to agree about this particular case and 
have told the Agent that the clerk concerned ought to have been discharged 
The Agent was told that the action taken against the staff at the receiving 
station was quite inadequate He has ]ust submitted a further explanation 
I have not seen the letter myself but it is under consideration 

Paragraph 151 

1220 Chairman — The Vuditor General has so no comments 

Mr Pat sons —I agree with the Auditor General’s remarks 

Paragraph 153 

1221 Mi Neogjf — Here also the Accountant General is inclined to 
think that there was a lack of supervision on the part of the gazetted 
officers and that they should share the responsibility for this overpayment 
What has happened since 2 

Mr Pat sons — The Home Board expressed their keen dissatisfaction with 
the case and we concurred with their view It is not possible to take further 
disciplinary action in view of the following facts reported by the Agent 
“ there was a lack of effective organization m the goods section, the direct 
responsibility was difficult to fix as there has been considerable changes m 
the personnel of the Department and all the officers responsible have left the 
service In this case not only the officers but the clerks also who were res- 
ponsible have left the service ” The excuse was that the mistake occurred 
at a time of considerable pressure 

Chairman — I don’t suppose that is a bright spot m the administration 

Paragraph 155 

1222 Mr Das — I find that here the Military Department repudiated 
the claim for rent I don’t think that fair to the Railway Department 

Mr Parsons — Well it is a charge due from 1902 That is the reason 
why we did not press the claim against them It is almost impossible to do 
so. 

Chairman — Rent is now being recovered ? 

Mr Parsons — Yes 

1223 Mr Rangaswami Iyengar — Can you tell me why no disciplinary 
action has been taken against the officer on the South Indian Railway men- 
tioned m (ix) of paragraph 156 2 

Mr Parsons — It was because individual responsibility could not be 
fixed We did not like the case at all 

Mr Rangaswami Iyengar — There are too many people involved m it, 
I suppose 2 

Mr. Parsons — Yes, it comes to that We have written one of the 
stiff est letters I have seen in my experience of railway administration 

1224 Mr Neogy — Sir, I wanted to ask about this case of a brickfield 
siding m the Eastern Bengal Railway mentioned m (n) of paragraph 15 
what has been done 2 
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Mr Pen sons — It appears that the Agent had left the service and the 
railway authorities considered nothing would he gained by putting him on 
his defence or by communicating their censure on his conduct of the case 

Mr Neogy —Does the Agent enjoy any pension 2 

Mr Parsons — Yes 

Mi Neogy — Why do you think you cannot get at him m this way ? 

Mr Parsons — I am doubtful whether we can touch pensions 

1225 Mr Neogy — I want to know what the exact position is m such 
matters Supposing a man retires on pension is that a sufficient justification for 
not taking any action that might otherwise have been justifiable 2 

Chairman — We had the whole question of pensions up before, didn’t we 
Mr Neogy 2 

Mr Parsons — I think it was examined by the Government of India but I 
am a little doubtful 

Mi Rangasivami Iyengar — It is being examined, I think 

Chan man — It is obviously only m gross cases that we can do anything 
This is not a case where we could have interfered 

Mi Neogy — The question is whether it is not pi oper m such cases at least 
to communicate censure, if any censure is justified to him 

Mr Parsons — Mr Hayman thinks that the case about pensions is still 
under consideration 

Chairman — The question of action against pensioned officers is a general 
question winch I think we closed 

Sir F Gauntlelt ■ — No, it is not closed yet The cases to which I call special 
attention are paragraphs 65, 66 and 82 of the last Audit Report (to which 
Mr Iyengar has referred) 66 refers to overpayment to contractors on the 
Bengal Nagpur Railway 

Mr Parsons — The action taken appears to be that the two officers who 
were responsible for the loss were removed from the company’s service and no 
gratuities paid to them We have already dealt with 82 

1226 Chairman — Then we come to paragraph IV under ( b ) Appropriation 
Report 

Mr J oshi — I want to ask one question They reduced the 1st and 2nd 
class fares, and the result was a decrease m the earnings I hope they will 
make a similar mistake m the case of 3rd class fares 

1227 Mr Neogy — I see Rs 3,57,000 was written ofi for the castpr-pil 
plantation 

Mr Parsons — That was dealt with m last year’s report 

Chairman — This is simply the final result of that. 

1228 Mr J oshi — I have not had an answer to my question Why were 
these 1st and 2nd class fares reduced 2 
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Mr Parsons — Because we thought it would stimulate traffic 

Mr Josh — But you did not actually stimulate it 

Mr Neoqy — Have you increased the fares since ? 

Mr Parsons — No , at the present moment the whole thing is under my 
examination It is too early yet to say whether the reduction m the fares will 
have the effect of stimulating traffic I am trying to examine the question 
but we have not had a long enough experience The only thing I can say is it 
does not seem to have stimulated traffic as fast as we thought it would 

Mr Josh — If you did not succeed m stimulating traffic as you expected, 
then certainly it was your duty to increase the faies again and get more revenue 

Mi Parsons — I am afraid I cannot quite accept that 

Chairman — T think that concludes out examination of the Hallway 
accounts I would like to say that I have been personally struck by the 
preparations made by Mr Parsons and Mr Hayman for answering questions 
here There was not a single case in which they were not able to give us some 
facts at any rate winch threw light on it 

The Committee adjourned sine die 





